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Today’s S 

Tunisia 

Separate section 


US concerned 

at effect of 

week yen on 
Japan surplus 

US^^^sprysecretary Robert 
Rtftinexpressed concern over 
tto ipaekendat the continued 


i 


econ- 
omy wnichhns depressed the yen 
jarul taken the US trade deficit 

with Japan to a two-year high 

Page 08 . 

MDMnlum Hkomb 1 w ar ning 

The in^btUty of some bank copi- 
. paters to deal with dates after 
aOOfcrisfca dama ging international 
; systems and even the 

l ecoiriaMy warned William 
McDonough, president of the 
New Yvfc Federal Reserve Rank 
Page!®; •„ . 

Arabs avoid summit boy co tt 

Arah &reign ministers cast doubt 
ator a regional economic confer- 
mceadifiduled for November but 
atopped short of demanding a 
boycott#, the meeting to protest 
agaihstJaraeU policies. Page 6 

UK TnMSurv npiM imiJw 

Britafarwifl “opennp the books" 
tm ttsijaibn gold and foreign 
aschangereserves, revealing the 
iwriaat of the Treasury's secret 
operations to buy and sell 
4 

:Ahoriw> mnuen 

“Suspected Moslem rebels slit the 
thraatoaf 52 Algerian villagers In 
an orgy of killing after a two* 

, week lull in dyifian massacres. 
*n»irf rihnBj mostly women and 
' children^ died in the Beni 
SKoiane'iirea 70km south of 
Aigtofc ! - 


aper http://www.FT.com 


BUSINESS NEWS 


Eurotunnel deal 
threatened as 
UK government 
seeks changes 

British government demands for 
Eurotunnel to carry more freight 
through the Channel Tunnel are 
j eopa rdising an agreement 
between the UK and France to 
exten d the company's operating 
licence. The US Department of 
Transport said it was seeking 
c h an g es in July's provisional 
deal between Eurotunnel and the 
British and French governments. 
Page 18; UK rail accident Page 7 
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shor ta g e 

Faced with a- dearth of software 
~ ptv&nujTiners In. the west, 
Germany's hugest computer 
. company: is tr pritng to Russia far 

Soviet nldN^bfvlOan outlats 

A Kazakh nuclear missiles plant 
Is to hiunch ahibdem adapter on 
the US nnwipnfaff market, in nnp 
of the most ambitious attempts 
to tqm military technological 
sWDb to dvffian use. Page 2 

Solldarifrahaad In Poland . 

' p ohjiyT s Solidar- 

ity coalition (AWS) appeared to 
be heading for electoral victory 
last-night as exit polls indicated a 
strong vote for both AWS and the 
probusiness Freedom Union 
(tJW)^Page2 

Donation* suvfttch to Diana 

Many, UR charities are reporting 
an "nmhediate and sharp" fall in 
revezhes as individual and carpo- 
Tatednpgflops are divested to the 
EBaha; Princess of Wales Merno- 
rialFund. Page 7 


prod uction trend grow* 

InVes fanent ih foreign affiliates 
■ . by temanatianal corporations 
toay haiyereached $t.400hn last 
' yscf/accountiiig for a fifth of 
gobal rigutai investment, accord- 
ing tothe UN Conference on 
Tmdaand Development Page 7 
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- Tnrifeyrcould launch a new 
,&^Ihji^ ciuTency next year 

- jiai&gf a radical inflation-bust- 
togsfcaiegy; economy minister 

^ Istanbul 




vbtfaiprMis ftf out 

Geman ^hirorall or Helmut Kohl 
Jbeed contmuing dOTHions in his 
cmtrist cfwlitinri as leading ' 
poMcJarsfroiii all three-parties 
: dHfemdover tax andjenstan 
reEbm^the Eurofighter project 
andf ha planned European single 
noniftcy, Page 2 

fodattabr ««t to bold on 

Sertea’aSodalist coalition was 
eapected to be ietarned to power 

halcontestto choose a successor 
to Slobodan Milosevic would go 
to a second round- Page 2 


Salomon Brothers, US 

investment h ank , and Dresdner 
Bank of Germany are both set to 
form joint ventures with Ghfaiaao 
financial companies. Page 19 

Uahtor Sscflor, French steel 
group, is expected to report first- 
half net profits tomorrow in a 
range of EPr720m-FFrL15bn 
(Sll8m-$l80m), compared with 
FFr838m a year earner. Page 22 

Vuttunm swoop: Two “vulture 
funds” designed to target sickly 
investment trusts are to be 
launched today. Page 20 





committee of banking 
regulators will today put the seal 
on a new set of principles 
intended to set a global standard 
for more effective supervision of 
the banking industry. Page 4 

Radland, UK building aggregates 
and tiles group, has begun a _ 
series of joint ventures and dis- 
posals designed to focus it an 

core operations. The overhaul is 
concentrated on its French-based 
activities. Page 19 

Capital flows; The IMF's key - 
minis terial committee agreed to 
press ahead with proposals to 
promote liberalisation of interna- 
tional capital flows. Page 4 

Chrysler and Anhousor-Buseii 

of the US have joined the flight of 
foreign corporations from the 
Tokyo Stock Exchange because 
of the high cost of maintaining 
listings. Page 19 

British Biotech ex-executives 
have teamed up to establish the 
UK’s first genomics company. 
Qxagen will probe links between 
genes and disease. Page 20 


•aoTflnbes aHt» setanse rate' 
jnBCfta^'nwar«i»gd^aw 
jmfcetfnjnancy ta toe 
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cent of ajjraatanM rates . 
against me otter memberedtoe 
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-Tk B^betewan iris exchange rate of the Irish punt and Its central rate m the 
WohenaiHWe mechantem Wl below 10 par cent last week, as fruncial markrts 
toeanja mbra' scaptteal'about a possible punt revaluation. Currenctoe, Pi»o« 25 
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Malaysian PM ‘a menace’, says investor as IMF gathers 

Soros hits at 
Mahathir’s 
currency trade 
ban proposal 


The European 
Bank for Reconstruction and 
Development and the Interna- 
tional Finance Corporation are in 
talks to buy minority stakes in 
the Czech Republic’s three larg- 
est banks. Page 2 

Kafy 1 * Treasury was last ni ght 
trying to convince investors to 
buy into Telecom Italia amid 
fears that interest in the first 
stage of its sell-off has been 
weaker than expected. Page 20 

btcmrttv®, industrial group 
controlled by Sweden’s Wallen- 
berg family, is considering a New 
York listing and may also change 
its name to Gambro. Page 19 

WTO caB: A World Trade 
Organisation study says coun- 
tries which protect their financial 
services sectors can boost their 
appeal to forei gn investors with 
firm commitments to liberalise 
their markets. Page 4 

SwtssFte, Zurich-based 
reinsurance group, pleased inves- 
tors with a 46 per cent increase 
in first half profits when it pub- 
lished interim results far the first 
time. Page 20 

Qutanm interim pre-tax profits 
are likely to be flat at about 
£36Qm ($578m). Hie strength of 
sterling is to blame. Page 22 

alaalon is 

launching an investigation into 
claims that the French govern- 
ment poured FFr348m (957m) of 
unauthorised state aid into a 
yacht company formerly owned 
by Credit Lyonnais, the state- 
owned bank. Page 2 


By John Ridding in Hong Kong 
raid James Kyngo to 
Kuala Lumpur 

George Soros, one of the world’s 
most powerful investors, yester- 
day issued a stinging criticism of 
financial policies proposed by 
Mahathir Mohamad , describing 
the Mainyiian prime minister as 
“a menace to his own country". 

He spake out in Hong Kong an 
the eve of an International Mone- 
tary Fund/World Bank meeting 
that will be dominated by the 
financial upheavals in several 
south-east Asian armmrnlm; 
comments came after Dr 
Mahathir had proposed a ban on 
currency trading and blamed 
Malaysia's amnnimic problems on 
hostile financial speculators. 

Mr Soros warned: “Interfering 
with the convertibility of capital 
at a time like this is a recipe for 
disaster.” 

The exchange will fuel the row 
between Dr Mahathir and critics 
In the bQSineSS community who 

warned of further turbulence in 
Malaysia’s financial markets. 

Previous intervention in finan- 
cial markets, notably a move last 
month to ban short-selling of 
shares — the pal® of shares one 
does not own in the hope of buy- 
ing them later at a lows' price - 
prompted heavy selling on the 
TTnala Lumpin' Stock market and 


put pressure on the ringgit, 
which has fallen by 20 per cent 
since the beginning of July. 

Officials sought to limit poten- 
tial damage from Dr Mahathir’s 
weekend speech in which he 
described currency trading, 
beyond that n ee ded for financing 
trade, as "unnecessary, unprod- 
uctive and immoral”. He said 
Malaysia had been the victim of a 
"manipulated economic crisis” 
and that currency trading should 
be made illegal to prevent 
attacks by fund managers. 

Anwar Ibrahim, deputy prime 
minister, eai d there was "abso- 
lutely no change 1 ' in rules gov- 
erning Malaysia’s foreign 
exchange trading. He said Malay- 
sia remained committed to the 
liberalisation of financial mar- 
kets, but that guidelines and 
mechanisms were necessary to 
protect developing economies 
from speculation. 

Mr Soros denied accusations by 
Dr Mahathir that he haH been a 
heavy seller of the ringgit, saying 
he had been a recent buyer. "He 
is using me as a scapegoat for his 
own failings," said Mr Soros. “He 
is playing to a domestic audience, 
and he couldn’t get away with it 
if he and his ideas were subject 
to the diariplinp of independent 
media wwidp Malaysia." 

Other Asian financial nffiriala 
in Hong Kong for the IMF/World 



George Soros at a Hong Kong news conference yesterday 


Rank s ummi t sought to distant** 
themselves from proposals to 
Unlit capital flows in response to 
the regional financial upheaval. 

“TO stop it [currency trading] 
means to turn back on globalisa- 
tion," said Thanong Bidaya, 
finance minister of Thailand, 
which suffered the farced devalu- 
ation of its currency in July. 

The IMF and the Group of 
Seven leading industrial coun- 
tries. meeting in Hong Kong at 
the weekend, have pushed for 


reforms in the region’s financial 
sector and increased transpar- 
ency as a way of limiting the 
impact of the economic upheaval 
and preventing a repetition. How- 
ever. members of the G7 have 
reacted with little enthusiasm to 
a plan by Asian countries to 
establish a US$100bn regional 
emergency fund. 


Thais reassure IMF. Page 4 
Lex, Page 18 
Currencies, Page 25 


Telecoms companies to take on AOL 


By Nicholas Denton 
in San Randwo 

Some of the largest US telecoms 
companies wffl today promote a 
service in an attempt to counter 
the growing dominance of Amer- 
ica Online within the Internet 
access market 

Snap! Online has been devel- 
oped by GNET, a leading internet 
media company, to provide sub- 
scribers with a navigation guide 
to the world wide web as well as 
entertainment and news. 

It is backed by Sprint, AT&T 
and MCI, the three largest 
long-distance carriers. Bell South 
and Bell Atlantic, two of the 
regional telephone companies, 
and independent access providers 
such as RarrtiT .ink Network. 

Snap!, with partners represent- 
ing about 3£m online users, win 
be smaller than AOL, which will 
have about 12m customers after 
the acquisition of CompuServe 
subscribers announced this 
month. But Halsey Minor, chief 
executive of CNET, says he 
expects the service to grow 
quickly. 

“There are 10,000 internet ser- 
vice providers against AOL right 
now, but if they improve their 
content, they can compete," he 
said. 

Telecoms, companies and other 
internet service providers give 
subscribers browser software to 
go online. This is usually set to 
direct users to the service provid- 
ers' home pages. About 80 per 
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Internet access service aims 
to counter market dominance 


cent of subscribers never c han ge 
these settings. 

But most of these home sites 
contain nothing more than cus- 
tomer service information - 
prompting users to surf to more 
Interesting pages providing news 
and entertainment on the world 
wide web. 

America Online’s strength is 
that it offers its own entertain- 
ment, chat and shopping areas, 
a ttract i ng revenue from advertis- 
ing and commerce as well as sub- 
scriptions for access. 

By directing customers to 
Snap!, the internet providers plan 
to keep their subscribers longer 
on their pages and so raise the 
revenue they generate. 

At first the telecoms companies 
will use links on their home 
pages to advertise Snap! and 
transfer users to it Some of the 
independent access providers wffl 
take their subscribers straight to 
flip Snap! homp pages. 

Later this year, several Snap 
partners wffl begin distributing a 
compact disc to bring Dew cus- 
tomers online with the ease for 
which AOL is known. 

In the past, telecoms carriers 
developed their own online media 
content. These efforts were 
largely unsuccessful, and the 
Snap! partners are effectively 


outsourcing this content develop- 
ment to CNET. 

“As this Industry matures, it 
becomes more and more impor- 
tant for companies to concentrate 
on their core competencies, and 
ours is network access,” said 
Douglas Hartung, senior manage- 


ment for business development 
for Sprint Internet Passport, a 
unit of the long-distance carrier 
connecting more than 100,000 
users to the internet 
Sales of advertising space on. 
Snap! and payments by retailers 
such as online booksellers for 
prominence on the service will be 
shared by CNET and its internet 
provider partners. Participation 
in Snap! wffl also allow telecoms 
companies to promote their 
brand and to market services. 


SPD suffers 
setback in 
Hamburg 
state 
election 

By Peter Norman in Bonn 

The Social Democrat party 
suffered its worst result in state 
elections since the second world 
war In Hamburg yesterday- The 
setback for the SPD, which gov- 
erns the German city-state in a 
coalition, led to the resignation 
of the mayor. 

Computer projections pub- 
lished shortly after polls closed 
last night suggested the party 
had won less than 40 per cent of 
the votes. The result in what is 
the first of a series of state elec- 
tions in the rnn-np to next year’s 
federal election has hit the oppo- 
sition SPD’s hopes of toppling 
Helmut Kohl, the chancellor. 

The far-right Deutsche Volksur 
nion (DVU), meanwhile, looked 
close to qualifying for the Ham- 
burg state parliament for the 
first time, although it was not 
certain it would get the neces- 
sary 5 per cart of votes. 

Henning Vascherau, mayor for 
the past 10 years, said his resig- 
nation was in response to the 
voters' rejection of his camp aign, 
which strongly focused an law 
and order issues. 

The SPD emerged as the big- 
gest party in what traditionally 
has been one of Its strongholds. 
But its share of the vote was 
estimated at below 37 per cent 
and it needs a new coalition 
partner after the middle-class 
Statt party, which has g overned 
the city with the SPD for the 
past four years, failed to cross 
the 6 per cent hurdle. The poll 
attracted a t ur nout of 70 per cent 
of Hamburg’s 1.2m voters. 

The SPD’s performance ran 
counter to the trend in national 
opinion polls and fell wen short 
of the results achieved in4he 
1993 state election and the last 
federal election of October 1994. 

Mr Kohl's Christian Demo- 
cratic Union emerged as second 
strongest party, with about 80 
per cent of the vote, and was 
able to improve on a disastrous 
performance in the previous 
state election. But the Free Dem- 
ocrat party, which is in coalition 
with Mr Kohl in Bonn, failed to 
clear the 5 per cent hurdle and 
will have no seats in Hamburg. 

The environmentalist Greens 


Continued on Page 18 
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“Cancel tke warm milk. 
I dont tkink Fll nee d it.” 



Hie advantages of a Four Seasons Hold are obvious even in the dath. Thera is the 
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Brussels to probe French aid for yacht company 


By Emma Tucker in Brussels 

Hie European Commission is to 
launch an investigation into 
that the French govern- 
ment poured FFr34Sm (S57m) of 
unauthorised state aid into a 
yacht company formerly owned 
by Credit Lyonnais, the state- 
owned bank. 

The probe, expected to be 
announced shortly, is the latest 
brush between Paris and Brus- 
sels over the French govern- 


ment's repeated use of stats aid 
to prop up faffing companies. 

Karel Van Miert, competition 
commissioner, claims that over 
the last two years a total of 
FFr34&5m was unlawfully chan- 
nelled to Stardust, a company 
which specialises in sailing boat 
rentals. Brussels was not notified 
of the transactions. 

The capital injection came 
from Consortium de Realisation 
(CDR). the state-controlled 
agency that was established to 


sell the assets erf Credit Lyonnais, 
itself the recipient of around 
FFr46bn in state aid. Credit Lyon- 
nais had owned Stardust since 
1992, but ceded it to CDR in 1995 
as part of the rescue plan imple- 
mented by the French govern- 
ment to try to save the massively 
indebted bank. 

The rescue funds were granted 
after Stardust which employed 
only 160 people, managed to run 
up debts of over FFr350m. 

Following complaints from 


other companies, the Commis- 
sion. is also investigating the way 
Stardust was sold earlier this 
year. “Stardust was sold off in a 
highly un transparent and dis- 
turbing way," said an EU source. 

In June, the company was 
bought by FG Marine, controlled 
by investor Christian PalUot, 
with minority stakes held by 
three Stardust directors. The 
French authorities say the trans- 
action was completed after Infor- 
mal contacts with 20 potential 


buyers. However, there was no 
offWni tender. 

One company which com- 
plained to the Commission says 
it made an offer seven times 
higher than the eventual selling 
price, but that the authorities 
rejected it for coming too late. 
The authorities also maintain 
thatthe next best offer at the 
time was at the negative juice of 
-FFrfBfen. 

However, the Commission 
clearly has doubts about the way 


the transaction was handled, in 
particular the lack of transpar- 
ency surrounding the sale. 

This new case adds to a long 
list of looming battles between 
France and the competition 
authorities in Brussels. 

Top of the list wffi be a request 

by France for yet more funds to 
sort out Credit Lyonnais, after a 
first rescue plan failed to restore 
the bank to viability- Outside 
lymmiHimtfi are currently exam- 
ining. on the Commission’s 


behalf, a new restructuring plan 
for the bank, recently notified by 
tbe French authorities. 

Other battles include Society 
de Marseillaise de Credit, under 

investigation by Brussels lor a 

FFrSbn state cud handout granted 
last year, and rumours that 
rv,i<Lg/> Rationale de Prevoyance, 
France's largest life assurance 
group, is looking for a recapitalis- 
ation ahead of privatisation, 
profile of Peyrelevade, 

Credit Lyonnais chief. Page 8 


Soviet military 
skills seeking 



An empty polling station in Kosovo province yesterday, where ethnic Albanians are boycotting Serbian elections mm 

Socialists set to 


civilian 

By John Thornhill 
in Moscow 

A Kazakh nuclear missiles 
plant will next month 
launch nothing more dan- 
gerous than a modem 
adapter on the US computer 
market, in one of the most 
ambitions attempts to torn 
military technological skills 
to civilian use. 

Once part of the secretive 
Soviet military industrial 
complex, the Kazakhstan 
National Nuclear Centre will 
sell its product through The 
Sharper Image retail outlets 
in the US for S49.95. The 
World Connect adapter 
enables laptop computers to 
access international tele- 
phone lines via a variety of 
local plug points. 

The project is part of a DS 
government-sponsored ini- 
tiative to encourage the con- 
version of Soviet military 
plants and was backed by 
KRAS, a US electronics man- 
ufacturer, and the Defense 
Enterprise Fond (DEF), a US 
government-funded venture 
capital fund. 

DEF has invested £L5m in 
the joint venture, known as 
KKI, which is also develop- 
ing other electronic prod- 
ucts such as a television 
remote control modelled on 


outlets 


a surf board. John Nowell, 
president of DEF, said: “We 
are trying to apply private 
sector methods to solve the 
public sector problem of 
what to do with the best 
brains in the old Soviet mili- 
tary industrial complex. 

“If we can give these sci- 
entists a technological job 
they can be proud of we can 
reduce the threat they will 
go off and work in Libya." 

DEF, which was founded 
in 1994 with a grant of 
17.7m from the US Depart- 
ment of Defence, has so far 
invested in 12 military con- 
version projects in three for- 
mer Soviet republics. These 
ventures now employ more 
than 5.000 scientists and 
will convert 55,000 square 
metres of defence plant to 
civilian use. 

Mr Nowell is now trying 
to raise a SlQOm fond to pro- 
vide additional private capi- 
tal to fund military conver- 
sion projects. 

“If, in the west, venture 
capital tarns itself around 
in three years, it is five to 
seven years here. But the 
average venture capitalist in 
the west shoots dead one 
third of his deals and still 
makes money. Here we have 
only put 10 per cent of onr 
deals to sleep.” he said. 


Serbian 

By Guy Dinmore in Belgrade 

Serbia's ruling Socialist 
coalition was expected to be 
returned to power in yester- 
day's parliamentary elec- 
tions but analysts predicted 
the presidential contest to 
choose a successor to Slobo- 
dan Milosevic would go into 
a second round of voting. 

Only about 25 per cent of 
the 7.1m registered voters 
had cast their votes by the 
half-way stage and the oppo- 
sition Democratic party said 
its boycott campaign had 
brought a strong response. 

The Organisation for Secu- 
rity and Co-operation in 
Europe (OSCE), which has 
156 observers spread among 
nearly 10,000 polling sta- 
tions. said it had reports of 


minor irregularities but no 
suggestions so far of fraud 
on the scale that marred last 
November's municipal polls. 

The OSCE is expected 
today to issue a report criti- 
cal of the run-up to the polls 
in which state-controlled 
Radio, Television Serbia 
showed strong bias in favour 
of the ruling coalition. 

Analysts said the break-up 
of the opposition coalition 
Zajedno (Together) after 
three months of anti-govern- 
ment street protests last 
winter would ensure victory 
for the Socialists in parlia- 
ment A new electoral law 
passed in July also favours 
the ruling party in the divi- 
sion of seats through propor- 
tional representation. 

Zoran Djindjic, toe mayor 


of Belgrade and Democratic 
party leader, boycotted the. 
polls because of unfair condi- 
tions while his former 
Zajedno ally, Vuk Draskovic 
of the Serbian Renewal 
Movement decided to push 
ahead with his campaign to 
restore the monarchy. 

Mr Milosevic was barred 
by the constitution from 
seeking a third term as pres- 
ident and shifted his power 
base to the presidency of fed- 
eral Yugoslavia - Serbia *rvi 
Montenegro - In July. 

His chosen successor as 
Serbian president is Zoran 
UHc, who is expected to be 
forced into a second round 
run-off by Mr Draskovic or 
Vojlslav Seselj, the ultra- 
nationalist i«der of the Ser- 
bian Radical party, who led 


hold on 

paramilitary units in Bosnia 
and Croatia during the vio- 
lent break-up of former 
Yugoslavia. 

A run-off will be held cm 
October 5 if no candidate 
wins an outright majority in 
the first round. If fewer than 
half the registered electorate 
vote in pH-jinr r rtnnri fhpn the 
election must be repeated. 
First results were due to be 
announced by late yester- 
day. 

Results of last week’s Bos- 
nian municipal elections had 
been expected at the week- 
end but western officials 
said they had been delayed 
for several days because of 
technical reasons and intimi- 
dation of local electoral offi- 
cials in the Serb-controlled 
half of Bosnia. 


Germans hire 
programmers 


By Graham Bowfey 
in Frankfurt 

Faced with a dearth of 
software programmers in 
the west, Germany’s biggest 
computer company is turn- 
ing to Russia for fresh - and 
cheaper - talent 

SAP, the fast-growing 
business software group, is 
to launch its first Russian 
subsidiary to exploit the 
country's new-found growth 
and its highly skilled, but as 
yet largely untapped, bur- 
geoning ranks of computer 
experts. 

“There is a whole pool of 
talent there, second only to 
the US," said Hasso Platt- 
ner, one of SAPs two chief 
executives and co-founder. 

The move to the east 
comes as many of the west's 
computer giants, especially 
in the US, are reporting 
chronic shortages of quali- 
fied programmers to work 
in the fest-expanding com- 
puter industry. 

The shortages have led to 
hugely inflated salaries, and 
according to Mr Plattner, 
daily calls from headhunters 
keen to tempt the best pro- 
grammers away. 

The yearly turnout of pro- 
grammers and scientists 
from US and European col- 
leges and universities Is not 
enough to satisfy the indus- 
try's insatiable thirst for 
new software developers, he 

romplnfng 

“It’s difficult to hire even 
standard people in Ger- 
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many. What makwi Russia 
attractive is that for the 
same amount of money, or 
less, we get class-A people," 
he added, praising the coun- 
try's long heritage in sci- 
ence and technology. 

The shortages are among 
the most chronic at SAP. 
whose papular business soft- 
ware - which links together 
and automates busine s s pro- 
cesses such as taking orders 
and checking credit - is 
becoming widely adapted as 
standard equipment by most 
of the world's biggest corpo- 
rations. 

The popularity of its soft- 
ware has fuelled spectacular 
growth, making SAP the 
world's fourth largest inde- 
pendent software company, 
with revenues last year of 
around DM3.7bn (S2bn). 

But the company is now 
also turning its attention to 
Russia, which SAP thinks 
could emerge in three years 
as the company’s fourth 
largest market after the US. 
Germany and Japan. “It is 
just starting, but in the end 
the potential is huge," said 
Mr Plattner. 

SAP plans to found early 
next year a subsidiary in 
either Moscow or St Peters- 
burg to develop and test 
software. 

The move follows the com- 
pany's decision to open a 
new development centre at 
its headquarters near Hei- 
delberg, Germany, and to 
expand another in Silicon 
Valley in the US. 
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Anti-communist vote in Poland 


By Anthony Robinson 
and Christopher BobinskJ 
in Warsaw 

Poland’s anti-communist 
Solidarity coalition (AWS) 
appeared to be heading for 
victory last night as early 
exit polls indicated a strong 
vote for both AWS and the 
pro-business Freedom Union. 

The trend indicates that 
the Akqja Wyborcza Solidar- 
nosc (AWS) coalition has 
achieved its aim of gathe r ing 
the votes of millions of right- 
wing Poles which were 
wasted on small parties at 
the last elections in 1993- 
The AWS also appears to 
have attracted rural and 
small-town voters away from 
the PSL formers party whose 
share of the poll appears to 
have halved. 

The main loser however 
appears to be the former 
communist Democratic Left 


Alliance (SU>), which hoped 
to gain over 30 per cent of 
the vote but appears to have 
lost some of its middle-class 
supporters to the Freedom 
Union led by Leszek Balcer- 
owicz. 

Two smaller parties, the 
rightwing Movement for the 
Reconstruction of Poland 
(ROP) and the leftwing 
Labour Union (UP), were 
battling last night to gain 
the 5 per cent needed to 
enter the new parliament. 
Other smaller parties, 
including the two pensioners 
parties, will not get into the 
next parliament. 

The initial ll-point gap 
between toe AWS and SLD 
share of the vote narrowed 
as the day wore on. This 
reflects the tendency of 
Catholic voters to register 
their votes before or after 
attending Mass. Voters in 
urban areas, which favour 


the leftwing parties, contin- 
ued polling into the evening. 

The final poll result, 
expected later today, is 
expected to see the gap nar- 
row, but not to reverse the 
overall picture. 

This means that Marian 
Krzaklewski, the Solidarity 
trade union leader who pat 
together the AWS using the 
union as its base, will be 
charged by President Alex- 
ander Kwasniewski with, the 
task of putting together a 
new coalition government 

During the campaign Mr 
Krzaklewski said he would 
be prepared to form a minor- 
ity government if necessary. 
But Janusz Tomaszewski, 
the party secretary, made 
clear last night that he 
would be under great pres- 
sure to put together a coali- 
tion which includes the UW. 

Given the policy differ- 
ences and the personal 


antipathy between Mr 
Krzaklewski and Mr Balcer- 
owicz, his UW counterpart 
this may not be an easy 
task. 

According to projections 
by Rrzeczpospolita newspa- 
per last night the AWS and 
UW together are likely to 
win more than toe 230 seats 
needed for a majority in tbe 
460-seat Sejm, or lower 
house of parliament 

Turnout did not appear to 
be high: distracted by the 
summer floods and bored by 
an unfocused, confusing and 
dull election campaign, 
nearly half the electorate 
were not even e x pected to 
vote yesterday. Voters in 
Warsaw and much of the 
country were out in the 
streets in brilliant sunshine. 
How many stopped off in the 
voting booths will only 
become clear today. 
Observer, Page 17 


Crunch time 

James Blitz reports from Rome 


R omano Prodi, the 
Italian prime minis- 
ter. will this week 
set oat the kinds of cats he 
wishes to implement in his 
country’s comparatively gen- 
erous state pensions system. 

After four months of often 
acrimonious debate with 
trade unionists and leftwing 
politicians over the issue, Mr 
Prodi is expected to explain 
how he hopes to rein back 
the government’s spending 
on pensions, currently 
around 14 per cent of gross 
domestic product. 

The debate over pensions 
has been the central issue of 
Italian politics over the sum- 
mer. ahead of next week’s 
deadline for tabling the 1998 
budget law in parliament. It 
is a debate that has seen 
firm opposition from trade 
unionists to any Idea of 
reducing pension outlays for 
their workers. It has also 
been accompanied by 
repeated hints from Recon- 
structed Communism (RC) 
party members - part of the 
government majority - that 
they may be prepared to 
bring down Mr Prodi over 
the issue. 

But even though the bud- 
get deadline is only a week 
away, it is still Ear from clear 


what deal Mr Prodi will 
eventually strike with toe 
trade unions and RC. The 
government will oertainly be 
forced into some sort of com- 
promise, but the talks have 
been so acrimonious that a 
final deal will only be agreed 
late next month, well after 
the finance bill has been 
tabled in parliament. 

The proposed cuts in pen- 
sion provision are the cor- 
nerstone of government 
plans to implement some 
L25.000bn <$14.2bn} of fiscal 
retrenchment in 1998. This is 
required to keep toe public 
spending/debt ratio at the 3 
per cent level required for 
Italy to join European mone- 
tary union. 

Tbe Italian government is 
also sensitive to concerns in 
Brussels that it must imple- 
ment a reform which reins 
in pension spending over the 
long term if its fiscal 
retrenchment is to be sus- 
tainable. Italy’s pension out- 
lays are nearly double the 
European Union average. 

Mr Prodi wants to tackle 
the generosity of the current 
system. The problem, in 
short, is that Italians can 
retire at ages that are for 
from ripe once they have 
made a miTii+nrim level of 
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contributions to the state 
scheme. 

Under existing rules, pri- 
vate sector employees can 
retire at 52 once they have 
made 85 years of contribu- 
tions. Public sector employ- 
ees have even greater rights 
and can draw a pension at 
an earlier age. 

Two years ago. Lamberto 
Dini. then prime minister, 
introduced a transitional 
reform to tackle the prob- 
lem. This win mean that, in 
2006, private sector workers 
who have made 35 years of 
contributions will not be 
allowed to draw a full pen- 
sion until they are 57. Mr 
Prodi. however, believes this 


transition needs to be 
Speeded up and public sector 
workers brought in line with 
their counterparts from pri- 
vate Industry. 

At the end of last week, 
the unions were still holding 
out against a reform erf this 
kind, believing it would 
defer the point of retirement 
for their older members. The 
success of a series of union 
demonstrations on Saturday 
against Italy’s secessionist 
movement - with around im 
people attending - has also 
strengthened their hand. 

Compromise will therefore 
be the order of the day. The 
government is being pressed 
by rc to cut the work week 

to 35 hours to sweeten the 
pensions package. 

Ways of allowing workers 
to draw some of their pen- 
sion while moving into 
part-time Jobs are also under 
discussion. 

“I think we can come up 
with a deal that averts a 
political crisis, satisfies 
Brussels and keeps us on the 
path to monetary union," 
said a senior government fig- 
ure last week. But it is much 
less certain that Mr Prodi 
can implement a reform that 
can meet the problem of 
Italy's huge pensions liabili- 
ties for more than a few 
years. 


EBRD in talks 
on taking stake 
in Czech banks 


By Robert Anderson 
in Prague 

The European Bank for 
Reconstruction and Develop- 
ment and the International 
Finance Corporation are in 
faiire to buy minority stakes 
in the Czech Republic’s three 
largest banks. 

If the t»n«* with the Czech 
government are successful, 
the international institu- 
tions’ Involvement may help 
stabilise the banks, which 
are plagued by bad loans, 
and may encourage a foreign 
strategic investor to come in 
and accept the onerous task 
of recapitalising them. 

The Czech government 
still owns 48.7 per cent of 
Komercoi. the country’s 
largest commercial bank, 45 
per cent of Ceska Sparitelna. 
toe largest retail bank, and 
65.7 per cent of CSOB, which 
specialises in foreign trade. 
It has announced ambitious 
plans to sell the stakes next 
year, perhaps simulta- 
neously, end in each case it 
would prefer to make a 
direct sale to a single strate- 
gic partner. 

However, around 30 per 
cent of Czech bank loans are 
classified as problematic and 
Ivan Pilip. finance minister, 
has said the banks will need 
recapitalisation as part of 
any sell-off. 


The EBRD on Friday con- 
firmed that it was interested 
in having stakes in toe banks 
but that discussions had 
only just begun- It is 
believed to want to make a 
loan of Si50m-S200m spread 
evenly among the banks 
which could later be con- 
verted into shares. 

Czech newspapers 
reported that the IFC. the 
investment arm of the World 
Bank, was interested in pro- 
viding up to around S75m id 
subordinated debt to CSOB 
with an option to swap it for 
a corresponding amount of 
shares. Yesterday the IFC 
confirmed that it was in 
talks but said: “Absolutely 
no decisions have been 
made." 

Parliament approved the 
government's banking priva- 
tisation plans on September 
4 but the sale of Komercnl 
and CSOB is complicated by 
the Slovak government's 
stakes of around 15 per cent 
of Komercni and 24.1 per 
cent of CSOB. On Thursday. 
Sergej Kozlik, Slovak finance 
minister, said he would “not 
burry" to begin talks on the 
issue. 

Parliament has also 
approved the sale of 56 per 
cent of IPB. the country's 
fourth largest bank, to 
Nomura, the Japanese 
investment bank. 


NEWS DIGEST 

Turks ponder 
new currency 

Turkey could launch a new dollar-linked currency next 
year as part of a radical inflati on-busting strategy. Gune? 
Taner, economy minister, told an Istanbul newspaper at 
the weekend. He said the government would launch the 
new currency in April, when inflation “will have taken a 
downward trend”. Last week ministers said the govern- 
ment would introduce tax and other reforms to brake 
inflation, running at 85 per cent 
However. Mr Taner’s statement appears to be at odds 
with previous policy announcements by Mesut Yilmaz. 
prime minister, and other government officials forecast- 
ing a gradual decline in inflation over three years. Mr Yil- 
maz said last week his three-month-old government would 
attempt to reduce inflation to 4085 per cent in 199S, sub- 
stantially more than dollar inflation of under 3 per cent. 
He denied his coalition would adopt harsh economic mea- 
sures: “There is not going to be a belt-tightening that will 
upset the people.” 

Turkey has laboured under heavy inflation for decades, 
caused mainly by government overspending. Commenta- 
tors say Mr Yilmaz’s coalition of conservative and left- 
wing parties lacks toe strength and ideological cohesion 
to take tough economic reforms. John Barham, Ankara 

■ GERMAN COALITION 

Kohl’s partners fall out 

Helmut Kohl, the German chancellor, yesterday faced 
con t i n ui ng divisions in his centrist coalition as leadin g 
politicians from all three parties differed over tax and 
pension reform, the Eurofighter project and the planned 
European single currency. 

A new rift appeared after Wolfgang Schduble, Mr Kohl’s 
potential successor as head erf the Christian Democratic 
Union and leader in toe Bundestag of the CDU and its 

Bavarian sister party, the Christian Social Union. 

suggested higher petrol taxes to finance a reduction in 
pension contributions. 

The idea, aimed at winning support from the opposition 
Social Democratic party, was rejected by Erwin Huber, 
CSU finance minister of Bavaria, and Hermann Otto 
Solms, leader of small Free Democrat coalition partner in 
parliament. 

The FDP, in turn, was attacked by CDU and CSU politi- 
cians after JOrgen Koppelin, FDP budget expert, 
suggested delaying the Eurofighter, which is being built 
with tbe UK. Italy and Spain, to help finance a pro mis ed 2 
percentage point cut in the hated solidarity surcharge, 
which is added to income and corporation tax bills to help 
finance eastern Germany. Peter Norman, Barm 

■ FRANCE AND EMU 

Hue warns on euro 

Frictions emerged over tbe weekend between the French 
Communist party and the Socialist-led government over 
European economic and monetary union. 

“I am convinced there is a contradiction between the 
euro and [the government's] ability to conduct a policy 
which favours job creation and social progress,” Robert 
Hue, national secretary of the Communist party, told Le 
Monde newspaper. 

T refute tbe affirmation that it is ‘either the euro or 
Chaos’," he said. “If the single currency is not launched 
on time; it will not be a catastrophe." 

The Socialists, who do not have an absolute majority in 
parliament, need support from their Communist and 
Green allies to remain in power. 

Mr Hue reminded the government of the joint Social- 
igt/Commurrtst pledge to “stop the privatisation process”, 
and said he disapproved the privatisation of France Tele- 
com. The government will today announce the price at 
which it will privatise the first 20 per cent tranche of the 
state-owned telecoms operator. . Saxner Iskandar. Paris 




3 




• ■*: U ttSfofcrfl 

;;t v ' 

, _/ • «- *-».-,* -.*1 

; * ’ '•**•;>* 

- — ■ » *“ •*' • ~ •* I 
. - • •» •! 

/• v>r; t! -' 




' ^~5> s; 


' . '~."X- \ 

-S-. ; «t»i 


: ••■«..-» 

x f+* *.%*• • J- ;[fC / .■; 

> -- ■ - ' • * *•* 

. -A ««. a p*+* *. ^ r 

/- V ~ * K\4 

y:&fr>!x9&‘ 
■ • , .. ■ '■ +• ...» ~ 
'■ ;- — *« * r. v. j 

• ■■■■* ■■ <_ ,y. 

' « v «f 


-•••l 


: * **• 


: * .♦* v «■ 

Vv*»- 


* ; 


-j'-'r ::• ; y^\\ 

* ; ' ■' >' ‘ T '' ' : 


• -V. 

•. f. 


. . ..^,. 

• /^ r 

> .. '.'•*. *' • - -*••,' : ;»£H 

. a. ■'•' <r» i'O-V *>*••.- j V - . ■«*■• ’W/A* J 


*/W*j 




. v 

•** V- i 







THE PRINCIPLE 


clears the vision 


.• • . .V. ■•vV:. ; . .; J5; . ’ ' • *i 


% a 

n? :: -s 

?£sS- -a 

: ,-;v-f: 

alks a 

stake 

3nks 


:a' % ";v^^^^2^ L - ,nDVfl::ES MONDAY SEPTEMBER 22 1997 


NEWS: ASIA-PACIFIC 


,,|pWt>s : critics marshal forces 


•'a - -: ^.i 
: - a.aflfc •- 

..v-.^-^b 

: - - i: papa fa ■* 
^£4at j 

' ' i: “ :: -> & fff . 

■;• '■ *esb ^t;- 

• -- ■“"■'■ bas '•• 


ijs 

•j ^?:?b4j ' 
• -• K:^£u 
-= pLcsirffc 

-~ Pffca 


^ j ^.! p 1 

vi T:araj. 
'■'••‘■it 5ac ■ 
■> .'"ii "p 


.■-^JurtnjMwoni in ManHa 

VuL^ty^.-^l^Bpplxxe leader 
^-Clxrazon. Aquino yesterday 
.V. jigged .that Khpinos would 
l .ftBht any moves, by Presi- 
; -dsjit FMea Ramos to run for 
•^’Bgtoqaad term; of office, 
a - '^to- steady ^drizzle; an esti- 
:■ in^ed 600JMQ people gath- 
Maafla’sLuneta Park 
Zi^^tteiHt a rally ahd mass 
by' Cardinal Jaime 
v TgiHi-tfie bishop of Manila, 

; : 7wmrplayed a leading role ih : 
' Ihei'dbwnfall of the authorl- 
Ferdinand 

^ w ar oi r igsV that ‘ laftwSg 
; e i rt r gnis tfi might exploit the 

f iatkux;'- the rallies across 
Ration ended peacefully. 

; ' ^Senators ahd congressmen 
-joined forces .with nuns. 

‘ priests, communists, stn- • 
and. r^iresentatives of 
Mg business protesting 
.. against “charoha” the popa- 
i ter abbreviahon fbr “charter 
ctoge'’ which would be 
■■ required to amend, th** con- 
^hthj^cm.to allow Mr Ramos 
.1$ :s£anA. for a second term. 

■ Many wore T-shirts with the 
' ^ogfc>charclm - one step 


forward, four steps back**. 

- On Saturday, stung by an 
increasingly personal cam- 
paign against constitutional 
change and facing mounting ■ 
pressure from opposition 
groups, Mr Ramos gave. his 
most categorical statement 
yet that he would not stand 
for a second term. ' 

“I will not run for re-elec- 
tion. Period. Period! Period," 
he said. “There shall be an 
orderly transition of power 
to whoever he or she . may 
be." Under the present 1987 
constitution, the president is 
limited to a single .six-year 
term. 

Mr Ramos’s move, an 
attempt to take the heat out 
; of yesterday’s rally, failed to 
prevent a huge crowd rally- 
ing to listen to Cardinal Sin 
.and Ms Aquino, two ' of the 
leaders of the 1986 revolu- 
tion. 

In a stirring speech, Ms 
Aquino said: “We are here to 
tell the people who want to 
stay in power, by martial 
law or charter change: ‘No 
way and never again. Do 
your worst, we will do our 
best to stop you. And we. 


Corazon Aquino at the Manila rally yesterday: 'No way and never again’ 


the people will prevail'" 

As the crowd roared 
approval, she said: “We are 
many, we are free, we are 
committed and we are 
strong. We are people power 
once more. We triumphed 
over tyranny before; tyranny 
cannot triumph over us 
again." 

Observers said the combi- 
nation of Mr Ramos's state- 


ment and yesterday's mass 
demonstration should finally 
lay the divisive debate over 
charter change to rest. 

"Today, more than ever, I 
feel very positive about what 
has taken place," said Jaime 
Augusto Zobel de Ayala, 
president of Ayala, the coun- 
try's Largest listed conglom- 
erate. “Sometimes, the 
stakes have to be raised 


before people realise the 
implications of what they 
are doing. I would be very 
surprised if the stock market 
didn't react very positively 
to this." 

The rally, which included 
performances from pop 
stars, was pure Philippine 
theatre with Ms Aquino 
dressed in yellow and Cardi- 
nal Sin wearing a sombrero. 


S Korea’s ruling party loses its way 
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• T| 7 hen the eldest son 
W tf®' Presidential 
....--.▼^.-candidate for 
' , . Sbtith Korea’s ' governing 

- to'.a'-local leper 
■ Ocolraij- .as.i Volunteer aid 

workfflr/it was hot regarded 

- , as a. pure humanitarian, ges- 

- ime- Instead, it smacked of a 
desperate attempt to reverse 

■ - his ; father's plunging politi- 
. . ’.cal fortunes. 

• iee :fe4-chang, once con- 
sidered -tiie favourite to 
becc^ne; South. Korea’s next 
' president in December, has 
r \.; seen his popularity . slump 
.. since it was alleged that his 
. fwo sdhs dodged compulsory 
. inflitary service by deliber- 
' : ately. losing weight far their 

. flrihy medj^i BraTTitriatinrip 

’Igteensuing cantioyersy has 
seyerely^ ■ damaged !thh“Mr 
;_ : ^3eani Jmage of the:;fhmier 
. ; Supreme Court judge. 

■ .^In the five-man election 
• contest. Mr Lee is now 

trailing third behind Kim 
•_ Dae-jtmg, the long-time cen- 
hrefleft opposition leader, 
-who is making his fourth 


attempt to gain the presi- 
dency in nearly three 
decades. Mr Kim's firm lead 
in the polls, at SO per cent 
against 19 per cent for Mr 
Lee, might result in the first 
peaceful transfer of power 
since South Korea's estab- 
lishment in 1948. 

Nearly half of Koreans 
polled recently believe that 
Mr Kim will be the nation's 
next president. 

Mr Lee's political problems 
appear to be mounting. Rhee 
In-je, a young and charis- 
matic provincial governor 
who narrowly lost the presi- 
dential nomination of the 
centre-right New Korea 
party to Mr Lee, announced 
his candidacy as an indepen- 
dent a week ago. 

.This threatens to split the 
government party. Opinion 
polls suggest that Mr Rhee 
could become the strongest 
challenger to Mr Kim in the 
election. 

Mr Rhee’s entry into the 
campaign followed a brief, 
but futae, attempt to dump 


Mr Lee as the ruling party's 
candidate after the govern- 
ment lost a crucial parlia- 
mentary by-election early 
this month. 

John Burton on 

the uphill battle 
of centre-right’s 
candidate for 
president 

Mr Rhee's candidancy 
appears to improve Mr Kim’s 
chances for victory. The 
crowded field means that Mr 
Kim’s opponents are split- 
ting the decisive conserva- 
tive vote that has normally 
kept centre-right govern- 
ments in power. 

The other candidates 
include Cho Soon, the mod- 
erate Seoul mayor, and Kim 
Jong-pil, the rightwing 
founder of South Korea’s 
once-feared intelligence 
agency. 


Nonetheless, many ana- 
lysts are not writing off Mr 
Lee's prospects. This is 
based on the belief that con- 
servative voters will coalesce 
behind one the four centre- 
right candidates to defeat Mr 
Kim as the December 18 elec- 
tion day approaches. 

If such a shift in support 
materialises, it would appear 
to favour Mr Lee, wbo has a 
stronger party organisation 
to rely on than his other con- 
servative rivals. 

There is public mistrust of 
Mr Kim who, as an opponent 
of the former military gov- 
ernment, was portrayed by 
the intelligence service as a 
leftwing radical with sympa- 
thies for communist North 
Korea. That image has not 
entirely disappeared. The 
recent defection to North 
Korea of a religious adviser 
to Mr Kim's political party 
has not helped. 

Moreover, Mr Kim has 
been strongly identified with 
representing the interests of 
the economically disadvan- 


taged south-west Cholla 
region. This has raised con- 
cern among voters in the 
politically dominant south- 
east Kyongsang region. 

Kyongsang voters, who 
account for 40 per cent of the 
electorate, fear that Mr Kim 
might carry out a political 
purge once he ta k-P«t office by 
replacing Kyongsang office- 
holders with ones from 
Cholla. Moreover, there are 
doubts about Mr Kim's sta- 
mina to govern for the next 
five years because be is 72 
years old. 

Mr Kim is fi ghting hard to 
improve his image among 
conservative voters. He has 
dropped his populist eco- 
nomic policy favouring the 
trade unions and attacking 
the huge conglomerates. His ! 
pronouncements on North | 
Korea have become more 
hardline in recent months. 
But the question remains 
whether this will be enough 
to overcome deep-seated sus- 
picions among conservative 
voters who hold the key. 


Australia 
sticks to 
line on 
emissions 


By Elizabeth Robinson 
in Sydney 

Australia has refused to how 
to pressure from neighbour- 
ing Pacific states over its 
stand on greenhouse gas 
emissions. 

The 16-nation South 
Pacific Forum in the Cook 
Islands released a communi- 
que after a meeting at the 
weekend endorsing Austra- 
lia's stand for individual 
countries to set their own 
emission targets, despite 
anxiety about rising sea lev- 
els. John Howard, prime 
minister, said: "1 made it 
dear for Australia’s sake I 
could not accept mandatory 
targets, particularly manda- 
tory uniform targets.” 

The meeting was con- 
vened to decide a common 
approach on greenhouse tar- 
gets for the climate change 
conference in Kyoto in 
December. 

The outcome is likely to 
sour relations between Aus- 
tralia and the island nations 
further, especially after the 
discovery in July of secret 
papers in which Australia 
accused most island leaders 
of incompetence and corrup- 
tion. 

Australia is seeking wider 
support for Its argument 
that each country shonld 
have the right to set its own 
emission targets, in direct 
conflict with European pro- 
posals for a uniform IS per 
cent cnL 

Australia argues that the 
US and Japan have not yet 
announced their targets and 
that a uniform cut would 
unfairly penalise Australia, 
which produces just 1.4 per 
cent of global greenhouse 
gas emissions. 

However. Greenpeace, the 
environmental pressure 
group, said that per head 'of 
population Australia was 
one of the highest polluters 
in the world, as 90 per cent 
of the electridty system was 
coal-fired. 

Mr Howard said that the 
islands* concern about ris- 
ing sea levels was exagger- 
ated. 


NEWS DIGEST 

Vietnam set 
for shake-up 

Vietnam this week is due to embark on the biggest 
reshuffle of its communist leadership in five years but 
analysts say the move will go only part of the way to 
reviving confidence in the country’s nagging reforms. 

Barring a last-minute upset, political sources expect the 
national assembly to confirm a prominent and popular 
southern reformer, Phan Van Khai, 63, as the new prime 
minister. Tran Due Luang, 60, a more conservative party 
technocrat, appears set to become president. 

Their appointments, and cabinet changes that will 
follow, will end months of uncertainty surrounding two of 
Hanoi's three leadership posts. However, many observers 
say their selection also indicates there is a continuing 
absence of consensus in Vietnam about where the country 
is heading, and about who should hold the reins of 
power. Reuters, Hanoi 

■ INDONESIAN DROUGHT 

Food relief urged as 154 die 

Indonesian officials and aid workers say at least 154 
people have died in a drought wrecking harvests and 
feeding forest fires across Indonesia. Weekend reports 
quoted the regent of the Jayawijaya region as saying that 
most of the people had starved or died of cholera, because 
of a lack of clean drinking water. 

He warned that many more could die if food relief did 
not reach the remote villages but said that a thick haze 
from widespread forest fires had hampered delivery of 
food by aircraft. 

The worst drought in decades, blamed on the global El 
Niflo weather pattern, has also reduced river levels, 
blocked river transport and forced villagers to drink 
polluted water. Many Indonesians have used 
slash-and-bum techniques to clear land in the forests of 
Irian Jaya, Kalimantan, Sulawesi and Sumatra. When the 
fires spread and destroyed more than 80,000 hectares, 
clouds of smoke spread across northern Indonesia and 
into the Malay peninsula. Failure of rice harvests, 
compounded by bushfires, bug caused malnourishment on 
the island of Java. Sander Thoenes. Jakarta 


■ JAPAN PROPERTY 

Land prices fall 1.6% 

Japanese property prices fell last year for the sixth year 
in a row, according to statistics published by the National 
Land Agency. Land prices in Japan as a whole, as of July 
1. were L6 per cent lower than a year earlier, the agency 
said. However, commercial land prices in the three large 
urban areas of Tokyo, Osaka and Nagoya were 9.4 per 
cent lower, the seventh consecutive decline. 

The past year’s decline took commercial land prices in 
the Tokyo metropolitan area to their level of 1985 before 
the spiralling rise in asset prices that led to the bubble 
economy. Residential land prices In Tokyo have also 
fallen back to their 1987 level 

The National Land Agency notes that the decline in 
land prices was not as large as in previous years. The fall 
in commercial land prices in the three ma m urban areas 
was below 10 per cent for the first ti™ since 1991. In 
some commercial areas in central Tokyo, prices have 
actually risen, it noted. Michiyo Nakamoto, Tokyo 
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UK pledge to open books on currency transactions 


Qy Robert Chote, Economics 
Editor, in Hong Kong 

Britain will "open up the books." 
on its S41bn gold and foreign 
exchange reserves, revealing the 
extent of the Treasury's secret 
operations to buy and sell cur- 
rency in the forward market. 
Gordon Brown. UK chancellor 
announced yesterday. 

Governments and central 
banks have recently come under 
pressure to publish their foreign 
exchange activities after Thai* 
land made S2S.4bn in forward 
purchases during the failed 


Push to 
liberalise 
capital 
flows 

By Robert Chote 


defence of its fixed exchange rate 
this s umm er. 

In spite of recent pressure from 
the International Monetary Fund 
to reveal more information, only 
a few countries including Hang 
Kong. Sweden. Australia and the 
US, publish details of their for- 
ward transactions. 

Mr Brown told the IMF's key 
ministerial committee yesterday 
that the government would 
announce quarterly details of its 
transactions in gold and foreign 
exchange. It will also publish full 
accounts of spot and forward 

positions once a year. 


■ FT correspondents report on 
IMF and World Bank developments 
in Hong Kong over the weekend 


exchange transactions." Mr bank forward positions on STl - 
Brown told the committee.. day, hut he conceded that the 

“This can. mean that; markets idea was “unpopular" . • 

have, incomplete , z nd sometimes ‘ IMF officials have been wornea 
quite misleading, information ‘ that it would be difficult to make 
about the government’s foreign emerging market countries pub- 


Fun foreign exchange accounts 
would have revealed that most of 
the country's reserves had been 
spent in the doomed defence of 
sterling’s place in the European 
exchange rate mechanism in 
1992. 

The Treasury will no longer be 


able to disguise a sharp fall in its 
reserves by mn^ggjng figures to 
include foreign currency which 
has been borrowed from the mar- 
ket and has to be paid back later. 

"Most governments, fairftiriing 
my own, have maintained a veil 
of secrecy over official foreign 


exchange reserves and the scale 
of intervention that has been 
undertaken. 1 want to announce 
an end to all that* 

Thailand was forced to reveal 
its huge forward purchases after 
the announcement of the IMF’s 
$17bn rescue package last month. 
- Stanley Fischer, toe IMF's first 
deputy managing director, called 
for the publication of central 


Hsh the figures routinely if indus- 
trial countries refused to do so as 
welL Robert Rubin, the US Trea- 
sury secretary, told the interim 
committee that a requirement to 
disclose more information on 
i-Antrai h ank swap and forward 
oj wa H nn« ghnnld be i ncl u d ed in 
the IMF's voluntary stand ards . 
Bat other members of the com- 
mittee were reluctant. 


Mr Rrown also proposes to pub- 
lish details of toe cuzrency .cmii- 
nSition of the reserves. This 

STmueh tba UK spends tarisg 
episodes of coocerted Intone- 
Sooal intervention to support 
uo ther country's currency. Tfe 
Treasury 51111 *> ublis!l * ***** 

commentary esplatomg ehsmga 

‘“S’SSwSiu-flm 

quarter sbodd Oeptdv 

Bshed in a* a “ 

although aides said toe UK had 

hLdiy a«' forward transactions 

outstanding at present. 




The later 
national Mon- 

■ J. etary Fund's 
* key mlniste- 
? rial committee 
yesterday 
agreed to 
press ahead with proposals 
to promote the liberalisation 
of international capital 
flows, while offering reassur- 
ance that countries will not 
be told to dismantle their 
capital controls too quickly. 

The committee urged the 
IMF’s executive directors to 
formulate an amendment to 
the Fund’s articles of agree- 
ment that will extend its 
jurisdiction to capital 
account liberalisation. “By 
facilitating the flow of 
savings to their most pro- 
ductive uses, capital move- 
ments increase investment, 
growth and prosperity." it 
argued. 

But the committee also 
accepted that “safeguards 
and transitional arrange- 
ments" were necessary for 
the promotion of capital 
account liberalisation to suc- 
ceed. 

“Under the envisaged 
amendment, the IMF will 
have the task of assisting 
countries to make progress 
with the liberalisation of 
capital movements at an 



Brussels confident on 
EU economic growth 

De Silguy tells IMF that forecasts are set to 
be confirmed or ‘if anything revised upwards 9 


US Fed chairman Alan Greenspan (right) makes a point to IMF chief Michel Camdessus 


appropriate pace, and allow- 
ing members to retain or 
impose temporary restric- 
tions when needed." said 
Philippe Maystadt, the Bel- 
gian finance minis ter and 
chairman of the committee. 

Sound liberalisation and 
expanded access to capital 
markets should reduce the 
frequency with which coun- 
tries had to come to the IMF 
for financial assistance, the 
committee said. But in some 
circumstances large sums 
might be needed. 

In its discussion of the 
world economy, the US was 
warned that “monetary pol- 
icy will need to guard 
against the re-emergence of 
Inflation". In Europe interest 
rates should remain low 


enough to maintain sus- 
tained growth in domestic 
spending, the committee 
said. 

It also urged the EU coun- 
tries to demonstrate their 
commitment to the fiscal 
rules of the “stability and 
growth pact” and to “attack 
the root causes of Europe’s 
unemployment 1 *. 

The co mmit tee also wel- 
comed the decision taken by 
the IMF board on Saturday 
to recommend a 45 per cent 
increase in tbe “quotas" 
which countries pay as sub- 
scriptions to the Fund. 
These determine each coun- 
try’s voting power in the 
institution and the amount 
of financial assistance they 
have access to. 


The quota Increase will 
raise the IMF's capital base 
by more than $88bn to about 
$285bn, giving it more 
resources to cope with the 
economic crises and every- 
day demands for balance of 
payments assistance. 

Three-quarters of this 
increase will be allocated in 
proportion to countries* 
existing quotas. A further 15 
per cent will be allocated in 
proportion to "calculated 
quotas". Another 9 per emit 
will be allocated to all mem- 
bers whose actual quotas are 
lower than their calculated 
ones, with the final 1 per 
cent going to the five coun- 
tries whose quotas are far- 
thest out of line with their 
present economic position. 


By Lionel Barber 
in Hong Kong 

The European Commission 
is poised to lift its forecast 
for economic growth in the 
European Union in 1997 and 
1998. 

Yves-Thibauh de Silguy, 
EU monetary affairs com- 
missioner, told the IMF's 
interim committee in Hong 
Kong yesterday fhaf earlier 
forecasts of 2.4 per cent in 
1997 and close to 3J> per cent 
in 1996 "are likely to be con-, 
firmed or, if anything, 
revised upwards." 

His picture of an accelerat- 
ing recovery in Europe 
turned into a sales-pitch for 
economic and monetary 
union. Michel Camdessus, 
IMF managing director, 
echoing sentiment that Emu 
was a “done deal”, predicted , 
that the euro would be a 
major reserve currency 
whose role might eventually 
rival the dollar. 

But Mr Camdessus warned 
the 15 EU member states 
that they ^ to go "signifi- 
cantly” further in cleaning 
up public finances and 
introducing "long overdue” 
structural reforms. Emu’s 
success would hinge on the 
flexibility of Europe's labour 
markets, he «iiri 

Europe’s unemployment 


rate is more than 10 per cent 
-'double the the US rate, 
and its labour mar kets are 
rigid compared with the US 
and Asia. But these flaws in 
the Emu g rand design have 
not deterred Mr de Silguy, 
who is an a mini-tour of Asia 
to “sen" the euro. ■ 

. Mr .de Silguy began his 
pitch in Bangkok, a day after 
the Thai premier organised a 
crowd as a show of force 
against critics of his man- 
agement of the country’s 
economic crisis. 

- In a speech to Thai bank- 
ers and local businessmen, 
Mr de Silguy predicted a 
smooth transition to the 
launch of the euro on Janu- 
ary i, 1999. The entry crite- 
ria for Emu would be strictly 
applied. The future Euro- 
pean central bank would be 
"the most independent in 
toe world". 

Mr de Silguy said the euro 
would become a major 
reserve and portfolio cur- 
rency. He wanted the Asians 
to mneidw the single cur- 
rency as an alternative to 
the dollar. “I see advantages 
in not living in a dollar -de- 
nominated world," he said. 

The French Commissioner 
argues that Emu-bloc coun- 
tries will reduce foreign 
exchange holdings because 
they will not need extra 


reserves to finance trade or 
intervention in European 
currency markets. 

In practice. Asians appear 
inclined to take a wait-and- 
see attitude, partly because 
they are distracted by their 
own regional currency crisis, 
but also because they 
remain to be convinced that 
Europe’s new currency will 
be as strong and stable as 
the Europeans claim. 

The exception, said a 
gtmirvr EU monetary o ffici al, 
was Japan, where the gov- 
ernment wanted to know 
whether the advent of tbe 
euro could encourage moves 
toward a tripolar monetary 
system buflt around the dol- 
lar, euro and yen. 

Andrew Freris of the Bank 
of America’s Hong Kong 
office, wrote in a paper pub- 
lished ahead of the IMF/ 
World Rank meeting: "In the 
ini tial stages, we do not 
expect any significant move 
in toe composition of Asian 
reserves toward the euro." 

Mr Freris argued that 
greater competition within 
the EU due to toe single cur- 
rency might make exports 
from Asia more difficult dur- 
ing the initial stages of Emu. 
The tendency might be 
stronger if the euro was 
“weak" in its infancy. 
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Visa row 
leaves 
Taiwan 
in cold 


By John Ridding 
in Hong Kong 

Taiwan’s finance minister 
and central bank governor 
cancelled plans to travel to 
Hong Kong at the weekend, 
ahead of the IMF /World 
Bank meetings, in protest at 
the territory’s failure to 
issue them visas. 

The incident fuelled fears 
tn Taiwan that Hong Kong's 
return to Chinese sover- 
eignty could hamper its 
business and financial deal- 
ings in the territory. "Hong 
Kong is an international 
city and the Chinese govern- 
ment had promised the 
place wonld remain 
unchanged for 50 years," 
said Paul Chiu, Taiwan’s 
finance minister. “But I still 
have not seen my visa." 

While Taiwan is not a 
member of the IMF, Mr Chin 
and Shea Yian-dong, gover- 
nor of the central bank, had 
planned to attend a dinner 
in Hong Kong before the 
IMF/World Bank meeting 
and to meet delegates to the 
event informally. 

Hong Kong officials 
declined to comment, argu- 
ing that it was government 
policy not to comment on 
individual cases. However, 
toe incident reflects toe sen- 
sitivity of relations since the 
return to China. 
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New banking 
standards set 
for approval 


By George Graham, 

Banking Editor 

The Basle committee of 
banking regulators will 
today put their seal to a new 
set of principles intended to 
set a global standard for 
more effective supervision of 
the banking industry. 

The committee is expected 
to endorse the core princi- 
ples, published in draft form 
earlier this year, in Hong 
Kong where central bankers 
and finance ministers are 
gathering for the annual 
meetings of the World Bank 
and the International Mone- 
tary Fund. 

The Basle rules are 
already a widely accepted 
benchmark for banking 
supervision, but they are 
only formally imposed in the 
Group of Ten leading indus- 
trialised countries. The new 
standards will be the first 
attempt to spread Basle’s 
aegis to developing coun- 
tries. 

The new core principles 
have been drafted in consul- 
tation with supervisors from 
countries such as China and 
Chile, as well as the IMF, 
which now pays close atten- 
tion to banking systems. 
Mopping up banking crises 
of one form or another has 
cost an estimated $250bn in 
the last 15 years. 

The best known products 
Of the Basle committee are 
the capital adequacy ratios, 
which require banks to keep 
a capital cushion equivalent 
to at least 8 par cent of their 
assets, weighted according 
to risk. At least half of that 
must be in “Tier 1” or equity 
capital 

Under the new core princi- 
ples. these ratios will be 
accepted as a minimum, 
although some developing 
nation supervisors recognise 
that they need to impose 
stifier capital or liquidity 
requirements because of the 
volatility of their financial 
markets. 

Morris Goldstein, former 
deputy director of research 
at the IMF. warns that toe 
hurdle ought to be set higher 
for countries where banks 
have to contend with more 
volatile conditions. 


Thailand’s finance minister 
yesterday sought to reassure 
the international financial 
community that political 
pressures and divisions 
within toe country’s 
coalition government wonld 
not jeopardise reforms 
required by toe IMF rescue 
package, writes John 
Ridding in Hong Kong. 

Thanong BWaya said 
Thailand was committed to 
toe IMF rescue package, 
introduced after toe 
government was forced to 
let its currency fall in July. 


“The present approach to 
credit risk assigns tbe same 
risk weight to a commercial 
loan in. say. Venezuela as it 
does to one In, say, the 
United States," he argues in 
an article in The Financial 
Regulator, a specialist jour- 
nal 

But bankers in some 
emerging market countries 
say the Basle capital ratios 
will prove a less important 
element of tbe principles 
than the establishment of 
new norms for the indepen- 
dence and authority of 
supervisors. 

"Capital is not really a 
problem, the problem is the 
quality of supervision . . . 
The budget has to increase. 
We have to have profession- 
als as well paid as the pro- 
fessionals at Coopers & 
Lybrand or Price Water- 
house,” said Juan Antonio 
Niflo, head of the Panama- 
nian Bankers' Association. 

The core principles to be 
ratified in Hong Kong today 
have been changed only 
slightly from the draft issued 
for comment in April, with 
some modifications to tbe 
definition of capital and tbe 
application of consolidated 
supervision to diversified 
banking groups. However, 
the committee is expected to 
drop plans to set a timetable 
for implementing the princi- 
ples. 

In the long run, banks 
from counfries which do not 
apply the principles could 
find they are treated more 
harshly by supervisors in. 
other countries when they 
try to open subsidiaries. 


Unctad expects to see 


Foreign investment builds up 


By f ranc os WSfiams 
In Geneva 

Investment in foreign 
affiliates by transnational 
corporations may have 
reached $l,400bn last year, 
accounting for a fifth of 
global capital investment, 
according to the United 
Nations Conference an Trade 
and Development (Unctad) 
in its annual World Invest- 
ment Report*. 

Outflows of foreign direct 
investment (FDD from the 
countries where transnation- 
als have their headquarters 
jumped by 10 per cent in 
1996 to a record S35Qbn. But 
FDI represents only about a 
quarter of total investment 
in foreign subsidiaries, 
which now raise much larger 
sums an their own account 
from banks, equity markets 
and other sources around 
the world, the report says. 

Unctad expects the rapid 
globalisation of production 
to continue apace over tbe 
next few years, especially 
since mane and more govern- 
ments are liberalising their 
investment rules to attract 
FDI in the quest for capital 
and growth. 

The report says FDI has 
benefited many recipient 
countries but warns that. 
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while FDI can inject much 
needed competition into 
hitherto sheltered econo- 
mies, It can also give rise to 
monopoly power and anti- 
competitive behaviour. 

Governments are urged to 
foster a "culture of competi- 
tion” alongside open trade 
and investment policies, hi 
addition to putting in place 
effective competition rules 
for their own national mar- 
kets, countries need to con- 
sider international policy 
responses to the market 
power of giant global corpo- 
rations, the report adds. 

A working group of the 
World Trade Organisation, 
Unctad’s Geneva neighbour. 


is currently looking at the 
scope for international com- 
petition policy rules. How- 
ever, the idea is regarded 
with deep suspicion by many 
developing countries, which 
fear the impact an their sov- 
ereignty, as well as by the 
US, which opposes any 
watering down of its own 
anti-trust legislation. 

Though most FDI goes to 
industrialised . countries, 
developing nations have 
been steadily narrowing the 
gap, the report says. Inflows 
to developing countries 
jumped by 34 par cent last 
year to a record $l29bn, a 
third of the total. Two-thirds 
of these inflows - $81bn - 


went to Asia, half to China 
alone. However. FDI into 
Latin America, where the US 
is the largest investor, grew 
fester, jumping by over 50 
per cent to $39bn. FDI into 
Africa and the Middle East is 
still relatively small. 

FDI inflows remain 
heavily concentrated in a 
few developing countries. 
China, the world's second- 
largest FDI recipient after 
toe US, received $42bn in 
1996- Brazil has taken second 
place in the developing coun- 
try league, with inward FDI 
of giObn. 

Among industrialised 
countries, Britain ranks sec- 
ond for FDI inflows ($30fan) 
and France third ($21bn), 
well behind the US (*84.6bn). 
The main boost to FDI in 
these countries has been ris- 
ing merger and acquisition 
activity, the report says. 

* World Investment Report 
1997 (UN Sales No. 
E.97.ILD.10), available from 
UN Sales Section, Palais des 
Nations. Ch- 12 ll Geneva 10, 
fax +41 22 917 0027, e-mail 
vxtipubli@un.org, or UN Pub- 
lications, Two UN Plaza, 
Room DC2-853, DepLPRES. 
New York, NY 10017, fax + 1 
212 963 3489, e-mail , pubHca- 
Hans@un.org, 845 
Editorial comment. Page 17 


WTO in liberalisation appeal 


By Guy de Jonqu HS r c s 

Countries which protect their fmnng^ i 
services sectors can enhance their 
appeal to foreign Investors by making 
Brm multilateral commitments to liber- 
alise their markets in the future, 
according to toe World Trade Organisa- 
tion. 

A study by the WTO secretariat says 
such commitments also provide an 
added incentive to press ahead with 
domestic policy reforms, needed to 
ensure that liberalisation promotes 
sound economic development and does 
not contribute to finan cial instabil- 
ity- 

Liberalisation is not the main cause 
of financial shocks, the WTO says. But 
it could increase their scale and likeli- 
hood if countries suffered from, poor 
macroeconomic mana g pmo n + distort- 
ing government intervention in finan- 
cial markets and inadequate prudential 
supervision and regulation. 

The study is intended to inject impe- 
tus into negotiations between WTO 
members, aimed at removing barriers 


to foreign investment and trade in 
banking, Insurance and securities. 


It coincides with the start of the 
annual meeting in Hong Kong or the 
World Bank and International Mone- 
tary Fund. The US and European 
Union are expected to mount a push at 
the meeting to achieve a WTO agree- 
ment by December. 

The US insists any deal must include 
substantial commitments by advanced 
developing economies to liberalise 
financial services. However, recent 
market turmoil in south-east Asia has 
discouraged many countries there from 
participating actively in toe talks so 
far. 

The study does not refer explicitly to 
toe Asian turbulence. But it argues 
that freer trade and competition in 
financial services promote economic 
development and encourage more sta- 
ble and resilient financial systems. 

The WTO says there is much evi- 
dence that countries with open finan- 
cial sectors have grown faster than 
those with protected markets. It says 
developing countries with unsophisti- 
cated finant^in] systems Stand to g ain 
mast from liberalisation. 

The study concedes that fiercer inter - 
national competition threatens ineffi- 


cient financial institutions and 
inflict hardship on industries and 
panics which had previously en 
preferential access to credit. It 
“safety nets” may be needed to 
them adjust 

Although there were a d v antag 
liberalising all financial sectors s 
taneously through a “big b 
approach, exam tiles could also lx 
by opening markets gradually, ac 
mg to a firm timetable. 

The study says that formalisms 
alisation measures in a WTO a 
ment can make national policies 
predic table, add urgency to re 
efforts, weaken the power of sf 
interest lobbies and reassure fd 
investors. 

Even WTO commitments which 
ered only existing liberalisation - 
did not oblige countries to open 
markets farther - could be bend 
because they provided a saf< 


Open markets m financial services 
and the role of the Gats : WTO, 154 rue 
de Lausanne, CH-1211 Geneva 2b Tek 
41-22 739 5007. Pax: 739 5019. Internet 
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US CAMPAIGN FINANCE 

Inquiry into 
‘dial for 
dollars’ claim 


By Gerard Baker 
In Washington 

The US Justice Department 
announced at the weekend it 
had begun a formal review 
of allegations that President 
Bill Clinton broke the law in 
making fund-raising calls 
from the White House dar- 
ing last year's presidential 
election campaign. 

The announcement 
marked the first time in the 
continuing saga of alleged 
fund-raising improprieties 
that the president himself 
has been the subject of spe- 
cific c riminal investigations. 
If the review finds no evi- 
dence to rebat the allega- 
tions, Mr Clinton could, 
within a few months, find 
himself the target of a spe- 
cial independent prosecutor, 
looking to press charges 
against him. 

In a statement issued on 
Saturday, Ms Janet Reno, 
the attorney general, said 
her department had begun a 
formal 30-day review of the 
allegations, at the end of 
which she would decide 
whether to go ahead with a 
broader 90-day investigation. 
It after that, the president is 
still not cleared, she will ask 
a panel of judges to appoint 
a special counsel 

Mr Clinton has claimed he 
cannot remember whether 
he made the alleged tele- 
phone calls, though bis law- 
yers argue that, even if he 
did, there was nothing crimi- 
nal about them. “We are co- 
operating and we will con- 
tinue to co-operate with the 
Justice Department," said 
Lanny Davis, White House 
Special counsel. “We are con- 
fident that no laws were bro- 
ken.” 

The US now finds itself in 
the unprecedented position 
of having a president and a 
vice-president under investi- 
gation by federal prosecu- 
tors. 

Two weeks ago, Ms Reno 
ordered a formal review of 
similar allegations against 


A1 Gore, the vice- president. 

The two men are alleged 
to have “dialled for dollars" 
- made to contributors 
from their White House 
offices - In breach of a 100- 
year-old law that forbids the 
use of federal property for 
campaign fund-raising pur- 
poses. 

Mr Clinton's and Mr 
Gore's defence is that any 
calls made were not covered 
by the law, since they were 
not intended for specific 
campaigns but for more gen- 
eral purposes - so-called 
“soft money” paid to the 
Democratic party. 

But newspapers have 
reported that at least some 
of the money raised by Mr 
Gore was subsequently 
directed into the Cllnton- 
Gore re-election campaign. 
Investigators will attempt to 
determine whether Mr Clin- 
ton's efforts went the same 
way. But. even if they do 
discover evidence of wrong- 
doing, the political costs for 
Mr Clinton at least may not 
be high. 

Most polls suggest voters 
regard the alleged misde- 
meanours as technical 
infractions of an arcane law. 

The announcement marks 
the first time Mr Clinton has 
been the subject of cr iminal 
investigation of acts commit- 
ted while In office. He is still 
under investigation by a spe- 
cial prosecutor over his role 
in the Whitewater affair, a 
property fraud in Arkansas 
that occurred when he was 
governor of Arkansas in the 
1980s. 

News of the investigation 
followed a surprise 
announcement on Friday by 
the Senate committee inves- 
tigating alleged campaign 
abuses that it was abruptly 
changing tack. Instead of 
continuing to focus on spe- 
cific allegations of impropri- 
ety. it will now shift to a 
broader look at the case for 
campaign finance reform. 
Politician of paradoses. 
Page 16 


Arabs avoid summit boycott 



By Mark Hu band in Cairo 

Arab foreign ministers 
yesterday cast doubt over 
the fate of a regional eco- 
nomic conference scheduled 
for November but stopped 
short of demanding a boy- 
cott of the conference to pro- 
test against Israeli policies. 

The 22-member Arab 
League meeting in Cairo 
voted to continue a freeze on 
the normalisation of ties 
with Israel but assented to 
an appeal by the Qatari 
hosts of the forthcoming 
Middle East and North 
Africa Economic conference 
in Doha - to which Israel is 
expected to be invited - that 
governments decide for 
themselves whether to 
attend. 

The decision sharply 
divided the region, with 
Syria, Lebanon and the Pal- 
estinian Authority backing 
a boycott. In a furious argu- 
ment on Friday with Qatari 
officials, Yassir Arafat, the 
Palestinian Authority presi- 
dent, fainted and had to be 
revived by a doctor before 
leaving the meeting. 

Despite the absence of an 
official boycott, the Qatari 
government now appears to 
be Unking the conference’s 
success with progress in 
negotiations between Israel 
and the Palestinians, which 
have been suspended since 


March 18. “The Middle East 
and Ninth Africa economic 
summit win not be as suc- 
cessful a conference as Is 
hoped for, unless tangible 
progress is achieved in the 
peace process," said Shwiyh 
Hamad bin Jassos bin Jaftr 
al-Thani, Qatari foreign 
minister. 

Arab states have been 
urged by the US to attend 
the conference. 

Madeleine Albright, US 
secretary of state, appeared 


to have secured a possible 
review of Saudi Arabian 
objections to the conference 
after meeting King Fahd 
during her recent visit to 
the Middle East. However, 
Prince Sand al-Faisal. Saudi 
Arabian foreign minister, 
said yesterday bis govern- 
ment's position on the con- 
ference bad not changed 
from its earlier linkage with 
progress in the peace pro- 
cess. 

Egypt. Jordan and 


Morocco, the closest US 
allies in the region, and the 
United Arab Emirates have 
all expressed doubts about 
(heir readiness to attend. 

• Arab League foreign min- 
isters agreed to press for an 
easing of United Nations 
sanctions against Libya 
when the UN meets to renew 
measures introduced after 
two Libyans were accused of 
planting a bomb on an air- 
liner which exploded over 
Lockerbie, Scotland in 1988. 


Israelis press 
ahead with 
Cuba venture 


By Pascal Botcher 
hi Havana 

An Israeli group, warned by 
US authorities that some of 
its Investments in Cuba 
could be violating the US 
Hebns-Burton law, is going 
ahead with a new $ 200 m 
prcyect to build a trade and 
business centre in Havana. 

The Tel Aviv-based BM 
Group and its Cuban part- 
ners in the Monte Barreto 
property joint venture in 
Cuba have announced the 
start of construction of the 
Miramar trade centre. This 
will be die largest non-tour- 
ist property investment proj- 
ect on the communist-ruled 

jgluTlri- 

Tbe 10-year project envis- 
ages the construction of 
modem office blocks offering 
space for rent in hard cur- 
rency to foreign and Cuban 
companies. The first two six- 
floor buildings, which will 
include shops and business 
premises on the ground 
floors, are scheduled to be 
completed in 18 months. 

Enrique Rottenberg, gen- 
eral manager of Panama- 


based Monte Barreto, said he 
was confident there would 
be strong demand from for- 
eign businesses. 

BM received a letter from 
US authorities earlier this 
year warning it that some of 
its interests in Cuba could 
be violating Helms-Burton. 

The 1996 law. which 
threatens sanctions against 
foreign investors in Cuba 
judged to be “trafficking" in 
expropriated, formerly US- 
owned properties, has met 
fierce international opposi- 
tion. In response. US Presi- 
dent Bill Clinton has tempo- 
rarily suspended the right to 
file US suits under the law. 
while calling for a tougher 
international position 
against Cuba. 

Before the latest property 
venture. BM was already 
operating' Cuba's biggest cit- 
rus export farm. It has also 
been involved in technical 
consultancy and financing 
operations in Cuba's strate- 
gic sugar sector. Mr Rotten- 
berg said Helms -Burt on 
“does not concern us. We are 
working in accordance with 


Canada’s outsider tastes life on the inside 


A s Canada's 36th par- 
liament convenes 
today, the limelight 
foils on Preston M annin g, 
leader of the conservative 
Reform party. His popularity 
as a political outsider thrust 
him into the role of opposi- 
tion leader in the June gen- 
eral election but observers 
question whether he will 
succeed in reforming 
national politics or whether 
politics will change him. 

During bis 10 -year political 
career. Mr Manning has 
challenged the political sta- 
tus quo, calling for a tougher 
stance against Quebec sepa- 
ratists. more fiscal discipline 
and harsher anti-crime mea- 
sures. And he has been 
largely successful in nudg- 
ing the governing Liberal 
party of Jean Chretien, the 


Scott Morrison 

prime minister, to adopt 
more conservative fiscal pol- 
icies. 

Now, however, there are 
signs that Ottawa's trap- 
pings of power are be ginning 
to mellow Mr Manning, 
whose party won 60 seats in 
the 301-seat bouse. After 
years of denouncing the offi- 
cial opposition leader’s resi- 
dence as a waste of taxpay- 
ers' money, he prompted 
intense criticism by moving 
into the 34-room mansion 
this summer. He argued that 
not moving in would show 
disrespect for his office. 

Mr Manning has also 
sprung a surprise by adopt- 
ing a more conciliatory tone 
toward the people of Quebec. 


reports on choices facing opposition leader Preston Manning 


He enrolled In a French lan- 
guage course in the s umme r 
and met Mr Chretien to dis- 
cuss the Quebec issue. The 
opposition leader clearly 
realises his tough stance had 
not been working in heavily 
populated Ontario, the politi- 
cally important province 
where he foiled to win any 
seats in June. 

“If [Mr Manning] wants to 
be seen as a future prime 
minister, then part of that is 
showing he is prepared to 
work with people to make 
this country work,” said 
Jerry Yanover, a Liberal 
party policy adviser. 

However, Mr Manning is 
likely to continue pushing 
his conservative agenda 


aggressively in parliament 
He will be countered by the 
New Democrats and the Pro- 
gressive Conservatives. The 
Liberal party will strive to 
balance the budget but many 
analysts predict Mr Chretien 
will eventually be forced to 
increase spending on some 
social programmes and pos- 
sibly announce a small ta» 
cut 

M ost observers con- 
tend that Mr Chrg- 
tien, who called 
the election early to take 
advantage of his popularity, 

will be CQntmxt to maintain 

the status quo. 

“It is not a government of 
new Initiatives. If they had 


them, we would have heard 
about them in June,” said 
Stephen Clarkson, a political 
analyst at the University of 
Toronto. 

The bulk of legislation will 
include some of the 33 bills 
already in parliament when 
the last session -was dis- 
solved. 

Some, such as a bill to 
reform Canada's pension 
plan, require immediate 
attention. Amendments to 
Canada's competition act 
and its labour code, as well 
as measures to revise and 
streamline the customs tariff 
schedule, will also be tabled 
early in the session. Propos- 
als that would overhaul the 
nation’s tax collection 


bureaucracy are expected as 
well 

Legislation granting for- 
eign banks easier access to 
the f-anarf ian market, how- 
ever. appears unlikely to 
come forward before the hol- 
iday recess. 

Paul Mar tin, finance min- 
ister, had pledged to relax 
restrictions by the end of 
1997 on foreign financial 
institutions by allowing 
them to open branches in 
Canada for wholesale bank- 
ing without requiring them 
to establish separately capi- 
talised subsidiaries. 

But Mr Yanover said the 
government was unlikely to 
meet that deadline given the 
urgency of other initiatives. 
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Universities face fines over extra students 
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V By Simon Targets ".;- .y 
7: Education. Correspondent • 

':'-• Univ end ties -look .set to be 
.. "hit,-: by_ - , h eavy -Hues 1 for. 
V massive .pyer-reciiutmeat of 
undergraduates amid signs 
■ . that' the British higher . edu- 
cation sector is admitting a 
. record 30,000 extra students 
this year. . 

it coaid leave a sector 
• already facing financial 
- ctisis . with bills exceeding 
. £3Qnl CM?.7m) - 15‘ times the 
: sain levied last year. 

^ ft could also threaten the 
Quality of British degrees, as 


universities raid . funds 
reserved for mteniiat invest- 
ment in facilities like 
libraries and laboiatorles in 
order to pay the fines. 

. - There has been a rush of 
late applicants seeking the 
last remaining free places in 
British higher education, 

. .* together with a bumper year 
of high-grade results at 
A -lev el — the taken at 

the age of 18 to qualify for 
entrance to university. 

- • - This has prompted institu- 
tions across .the country to 
take an unprecedented- nnza- 
. hers of students, regardless 


- of the strict, limits laid down 
by the government. 

But the gamble that the 
government would relax the 
tough rules on aver -recruit- 
ment because of its late deci- 
sion to impose JH.OOO-a-year 
tuition fees for the first time 
next year looks unlikely to 
pay ofL 

. The Higher Education 
Funding*- Council for 
England, which imposes 
penalties on institutions 
exceeding their allocation of 
students, yesterday con- 
firmed university vice-chan- 
cellors' fears that there 


Would be no compromise 
this year. 

Figures released by the 
Universities and Colleges 
Admissions Service show 
323,908 students have been 
given places on degree 
courses, even though univer- 
sities had room for only 
310,000. 

Tony Higgins. UCAS chief 
executive, predicts this will 
rise to 340,000 before the 
beginning of the academic 
year, with universities over- 
shooting the target by 30,000. 

Brunei University has 
admitted an extra 300 stu- 


dents, having seen the num- 
ber of applicants rise by 
5,000. Lancaster. University, 
one of the country's top 
research institutions, has 
exceeded the limi t by 10 per 
cent, taking on an extra 200 
students. 

Stephen Lamley. the uni- 
versity secretary at Lancas- 
ter. said admissions tutors 
were reluctant to turn away 
high-calibre candidates who 
were applying through the 
last-minute “clearing sys- 
tem" even though they had 
achieved top grades at 
A-level. 


To make room, first-year 
students expecting accom- 
modation on campus are 
being rehoused off campus, 
but there are concerns that a 
heavy fine will deplete 
reserves which are planned 
to be invested in computer 
and library facilities. 

Mr Lamley said: “We are 
hoping that the funding 
council will take more than 
a one-year view of this, 
because next year there may 
be a dip in recruits because 
of tuitioD fees. But if it 
doesn't, we will be teaching 
students for nothing." 




downturn fears 


Christopher Adaftw, 
in su r an ce Correspondent 

irradmg in the latest round 

- of auctions for syndicate 

- places at Lloyd’s- of London 

- sujgge^/joomiy -Names have 
7 Ajeeav selling up amid fears 

that a downturn in the 
..- global insurance market will 
t - -'worsen next year. 

. K-Ah- ■ informal Financial 
' Times survey of leading 
Members’ agents who. handle 
the affairs of Names - the 
: individuals, whose assets 
. have traditionally backed 
thev Lloyd’s insurance mar- 
’-fcet - has shown that about 
2,0 00 investors may -have 
decided to cease t ra din g with 
-unlimited liability. 

;• The survey of members' 
agents representing 60 per 
-cent of this year's Names 
: was carried.-out last week. 

This week, sees the last of 
. eight - auctions at which 
TNamascan buy anid sell the 
.right to participate on the 
. syndicates which underwrite 
humrance risks. ; 

..The survey revealed that 
■-l”,33Q . out of 6,850 Names 
. have decided to stop trading 
in the' traditional way. 
Of, .these, - about 840 are 
resigning.-' from . Lloyd’s 
altogether,- while 490 are 
sign jug up. to schemes offer- 
j big. them a way to convert to 
limited; liability, which 


would cap their exposure to 
potential losses. 

Wills Faber & Dumas, one 
members’ agent, said some 
Names feared the commer- 
cial Insurance market would 
deteriorate further next 
year. 

Hurt by several years of 
crippling losses, the number 
of Names has already 
dropped from a peak of just 
over 34,000 in 1988 to about 
9,950. Corporate investors, 
who began underwriting at 
Lloyd's three years ago, have 
increased their presence in 
the market and are expected 
next year to provide funds 
ha Hiring more thaw half the 
business Lloyd's writes. 

Since the completion of 
last year's recovery plan to j 
reinsure more than £10bn I 
($15.9bn) of liabilities, trad- 
ing as a Name is less attrac- 
tive. Lloyd's has raised mini- 
mum capital requirements 
and underwriting agents 
have increased their fees. 

The limited liability con- 
version schemes have 
enjoyed a mixed response. 
One of them, LRG Cater 
Allen’s Conversion Invest- 
ment Trust, was withdrawn 
last week. Others have had 
more success, including 
schemes run by Angerstein 
Stace-Barr, Greenwich 
Lloyd’s Underwriting and 
Sedgwick Oakwood. 



Engineers watch yesterday as the engine of a passenger train, which crashed in west London on Friday, is lifted from the 
track. Six people died in the accident and 160 were injured. Pilot trials of an automatic train protection system had been 
taking place for five years on the line between Bristol and London, but had faced delays because of its unreliability 

Charities ‘lose out’ to Diana fund 


By Simon Buckby, 

Social Affairs Correspondent 

Many charities are reporting 
an "immediate and sharp" 
fall in revenues as individual 
and corporate donations are 
diverted to the Diana, 
Princess of Wales Memorial 
Fund. 

Action Research, a charity 
for serious disabling dis- 
eases, whose patron is the 
Duke of Edinburgh, has 
called on companies to think 
twice before giving to the 
fund - usually at the 
expense of the charities they 


have traditionally supported. 

Anne Luther, director- 
general of Action Research, 
which was not linked with 
Diana, said: "I recognise that 
employees would react posi- 
tively [to the fund] and that 
the public and customers 
would too. It would also 
make life a lot easier by 
removing the need for going 
through what is often a 
time-consuming decision- 
making process. But I hope 
company directors will stop 
and think about the reper- 
cussions of such an action.” 

Action Research had 


hoped to raise £lm f$ 1.59m). 
or 25 per cent of its total 
income, from companies this 
year. It now fears it will not 
meet its target. 

In 1995-96. the largest 500 
charities received £l82m in 
corporate donations. It is 
estimated that the memorial 
fund has received up to 
£150m in the three weeks 
since Diana’s death. 

Even charities associated 
with Diana are suffering. 
Several long-term donors 
have switched allegiance 
from the Leprosy Mission in 
the mistaken belief that it is 


benefiting from public gen- 
erosity after its patron’s 
death. In fact. Rev Tony 
Lloyd, the executive direc- 
tor, said: "We're going to be 
in real trouble". 

Derek Bodell. director of 
tha National Aids Trust, 
which was identified with 
Diana, said: “We may benefit 
from the fluid in the long 
run, but now we're in 
limbo." He said the memora- 
bilia sector and charities not 
connected with Diana were 
cashing in while it was inap- 
propriate for NAT to fund 
raise so soon after her death. 


UK NEWS DIGEST 

Savings group 
seeks new law 

Nationwide, the UK’s biggest building society, 
(mutually-owned savings and loans institution) is press- 
ing the government for new legislation to prevent further- 
campaigns to force it to convert to a bank- The move fol- 
lows a meeting between Brian Davis, the Nationwide 
chief executive, and Tony Blair, the prime minister, in 
which Mr Davis warned that the society could easily face 
another challenge, despite decisively defeating pro- 
conversion rebels in board elections in July. 

The society, which Is committed to mutuality, believes 
it could lose a second contest because large numbers of 
speculators - or carpetbaggers - continue to open Nation- 
wide accounts, enticed by the prospect of a windfall pay- 
out of free shares of up to £2.000 ($3,200) if Nationwide 
floats on the stock exchange or is taken over. 

Nationwide says it wants to maintain democratic 
accountability, but believes it is too easy for rebels to 
stand for elections to its board and for carpetbaggers to 
disrupt its business. 

In a letter to Gordon Brown, the chancellor of the 
Exchequer. Inst week, the society argued that secondary 
legislation would reduce “the likelihood of a regular 
assault on societies by discontented minorities". 

Christopher Brown-Humes 

■ PUBLIC SERVICE WATCHDOGS 

Study shows ‘array of regulators’ 

Regulation and inspection of public services by govern- 
ment watchdogs has become the fastest-growing area of 
public spending over the past 20 years, growing into a 
£lbn ($1.6bn) business employing 20,000 people, according 
to research due to be published this week. A London 
School of Economics study shows that between 1976 and 
1995, the growth of bodies such as the National Audit 
Office and the Audit Commission, of ombudsmen, inspec- 
tors of prisons, schools and the fire service, as well as 
higher education and NHS Trusts, has produced an “army 
of regulators”. Nicholas Timmins 

■ COMPUTER NETWORKING 

D-link to expand in Europe 

A fast-growing Taiwanese company that is a world leader 
in computer networking products is targeting Britain for 
an expansion drive in Europe. D-link, with expected sales 
this year of $200m. is one of a number of companies that 
have expanded quickly during the 1990s. An-ping Chen, 
finance director of D-link, said the company was keen to 
acquire an established European producer of computer 
, networking products. The UK was a “logical candidate" 
because of its “advanced technology” and because D-link 
already has European sales headquarters near London. 

Peter Marsh 

■ AEROSPACE INDUSTRY 

Omani aircraft upgrade deal 

George Robertson, the UK defence secretary, yesterday 
signed a £40m ($63.6m) deal to upgrade a fleet of Omani 
Jaguar aircraft. The agreement with the Sultanate of 
Oman will include work to fit a new navigation system 
and thermal imag in g capability on the country’s aircraft j 
bringing them up to date with the new British Royal Air j 
Force Jaguar *97. GEC-Marconi, British Aerospace, Hunt- j 
lngs Aviations and Ultra-Electronics will provide services | 
and equipment for the upgrade. 
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THIS WEEK 


T he old and not so old 
stffl talk nostalgically of 
the Mussolini days when 
Italian trains always 
arrived on time. ■‘Ah." said an 
irritated middle aged woman as 
the train stopped on a recent 
journey in the middle of the Fo 
valley rice fields, “if only the 
Dues could come back to sort out 
the chronic mess In the Ferrouie 
Delia Slato 

It has not been been a good 
year for the Italian state rail- 
ways. There have been more than 
the usual number of strikes, with 
probably even more to come. 
Railway workers are unhappy 
and worried- They fear their 
management will soon try to 
shed 30,000 jobs to try to restruc- 
ture and modernise a network 
that lost L3,840bn ($2-2bn) last 
year and is beading for a loss of 
about LS.OOObn this year. 

So it was with some trepidation 
that 1 embarked three weeks ago 
on commuting Italian style. “You 
must be mad," was the unani- 
mous chorus of Milanese friends 
and acquaintances. A tedious lit- 


Sound of music in the Italian Alps 


any would follow: “No one in 
their right mind commutes to 
Milan "; “You’ll miss OUt on Oil 
the social and cultural life of the 
metropolis**; The trains are slow 
and dreadful”; and “This is not 
London: tbe working hours are 
different and there is no 
deep-rooted commuting tradi- 
tion". 

Milan is certainly not London. 
It may regard itself as Italy's 
financial and moral capital as 
well as the cradle of opera and 
the centre of high fashion. But it 
is in fact a big, unattractive, pro- 
vincial city with the pretensions 
to be a metropolis. 

Most Milanese live and work in 
Milan for four, sometimes five 
days and then, if they can afford 
it, disappear to the mountains to 
the country or to the seaside for 
the weekend. 

And the great majority of those 
who decide to commute do so by 


DATELINE 


Milan: Commuting 
by railway from 
the countryside 
holds secret 
delights, writes 
Paul Betts 


car or by aeroplane (half the 
Milanese banking community 
seem to have their wives and 
children at home in London). 

For a few months, while my 
family was still in London, I com- 
muted by air to London along 
with all those bankers. It was 
awfuL Friday night at Milan’s 
Unate airport was a nightmare. 
Planes overbooked, bankers 


talking into their mobile tele- 
: phones, inevitable delays. 

; The early Monday morning 
scene at Heathrow was just as 
bad. Planes still overbooked, 
bankers still talking into their 
mobiles,, delays longer than ever. 

It is all very different 
since I have taken up residence 
in the middle-class, well-to-do 
town of Varese, In the foothills of 
the Alps by tbe lakes, and where 
Umberto Bossi’s secessionist 
Northern League movement was 
bom. 

1 have been lucky because 
there is the choice of two railway 
services from Varese: the state 
Ferrouie Della Stato and the 
regionally controlled Ferrovie 
Nord The regional railway does 
not run to Milan's great white 
marble central station, one of the 
great monuments of tbe Fascist 
era, but to the Stazione Nord by 
the Sftuzesoo Castle, a 10-minute 


walk to the cathedral and tbe 
stock market 

It is a pretty historic service 
dating back to 1874. it was devel- 
oped to take tourists to-fhe lakes 
and mountains and workers to 
the factories when Milan still had 
working industrial plants. It suf- 
fered a decline in the 1560s and 
1970s when the economic miracle 
enabled even the most modest 
Italian families to acquire small 
Flatcars. 

But it- has continued to chug 
along, makes a small profit, and . 
today carries about 4im commut- 
ers. tourists, and travellers a year. 

The service is quaintly archaic. • 
The average age of the carriages 
is 37 years and some are dis- 
tinctly pre-war with little wooden . 
benches and string luggage bins. 
My 40-mile journey takes about 
one hoar. 

Mussolini would probably not 
approve of the jungle of graffiti 


that these days adorn the outside 
and fp sid e of the coaches. But 
with an average delay of only one 
minute last year the service 
comes close to meeting the 
Dace's punctuality standards. 

There is no air conditioning 
and in summer your trousers 
tend to stick on the red velvet 
benches in -the first class com- 
partment. But you always find a 
seat and fellow passengers, on 
the ; whole, are polite and well 
dressed. 

It is never dulL The other day 
the ticket controller was having a 
problem with a passenger who 
insisted on a 60 per cent discount 
because he was a member of the 
Northern League and travelling 
on the. Ferrovie fiord. 

As tiie little train leaves Milan , 
passing through an industrial 
wasteland,, it rumbles through 
suburban countryside, kitchen 
gardens arid, men sitting on their 


balconies in boxer sborte and 
vests watching. I- suppose with 
pity. Italy’s small minority of 

ro J^t!Sn always stops a while 
J Matoate to wait for the main 

SomfoB the oP^~- 
clear the single track. That s 
when the magic begins. Soddenl? 
Tyrant to whistle a Jrtie And- 
rews’ tune from The Sound of 
Music as the train enters dense 
woods and the Alps emerge 
behind the lake of Varese. 

At my local station of \arese 
Casbeno. tbe handful of commut- 
ers alight When the train has 
moved on towards Lake Mag- 
giore, we all break the law and 
Soss the tracks to the other side. 
The underpass is strictly for tour- 
ists and tbe inexperienced travel- 

* 

Ten minutes on foot later I'm 
home watching the fairy lights 
on the hills across tbe lake, eat- 
ing a fig from the tree, a»d listen- 
ing to the church bells with the 
dog and cat licking my heels. 

Somehow 1 don’t seem to nuss 
Milan. 


The Monday Profile: Jean Peyrelevade, Credit Lyonnais 

Banking on success 


F or once in his turbulent 
period at the head of 
Credit Lyonnais, the 
French state-owned 
bank, Jean Peyrelevade believes 
he may be able to remain in 
charge until the end of his man- 
date. 

At ease last week on a large 
cream sofa in his office as the 
bank prepared to announce a sig- 
nificant rise in operating profits, 
he even pretends even to have 
forgotten at what date his con- 
tract expires: “1999 or 2000, “ he 
says with a wave of his hand. 

The change in mood is quite a 
shift for a man who ran into fre- 
quent conflict with three minis- 
ters under two successive centre- 
right governments which had 
selected Hrm for the job in 1993. 
On more than one occasion, he 
threatened to resign in an effort 
to get his way. 

Superficially, it is perhaps not 
surprising that relations have 
improved since the election of 
France's new left-wing adminis- 
tration this summer - given that 
Mr Peyrelevade's own back- 
ground includes a stint as a 
senior adviser to Pierre Mauroy, 
France’s Socialist prime 
minister at the start of 
the 1980s. 

He went on to run the then 
state-owned conglomerate Suez 
and the insurer UAP. before 
returning to the bank where he - 
bad spent much of the 1570s. 

But more important is the 
change in circumstances at 
Credit Lyonnais since he took 
over as chairman. In particular, 
be seems finally to have suc- 
ceeded in winning support far a 
modification of the state-backed 
rescue plan for the bank 
approved by the European Com- 
mission in 1995. 

The original version required 
Credit Lyonnais to finance at 
below-market interest rates 
nearly FFr200bn (£20bn) in assets 
removed from its balance sheet 
for sale. Tbe cost this year alone 
was estimated at FFr3bn. It now 
seems set to be waived for all 
past and future years. 

With the worst of the bank’s 



legacy of high-risk investments 
and loans cleared from its bal- 
ance sheet, Mr Peyrelevade was 
still left with the challenge of 
meeting Brussels' other require- 
ment for the plan to proceed: the 
sale of a substantial proportion of 
its non-French businesses. 

He argues that by proceeding 
gradually, he has managed to 
achieve capital gains “several 
hundreds of millions" of francs 
more than anticipated on asset 
sales up till now. And he is “less 
pessimistic" about the size of 
future losses than be was. 

He says that requirements 
agreed in the 1995 plan to sell by 
1998 up to one timed of the bank’s 
international assets and half its 
non-French activities in Europe 
“will have to be rediscussed". 
But he claims these objectives 
should be exceeded by 2000. 

Mr Peyrelevade says the first 
message from last week's stron- 


ger results is that the bank's 
operating performance has been 
redressed during the past two 
years; and the second that “our 
work is not finished, but we are 
back in the race again". 

From the beginning of next 
year, with the negative image of 
the b ank beginning to fade in the 
wake of its difficulties, he says he 
aims to rebuild French market 
share. 

He stresses that he will do so 
without cutting margins, in spite 
of “the folly" of lower rates prac- 
tised by some of his rivals. 
Instead, he highlights taking 
nationwide from 1598 pilot pro- 
grammes actively to seek busi- 
ness from clients, to computerise 
further and to launch new tele- 
phone platforms. 

“The third, fourth and fifth 
messages are that we will ask for 
nothing else from the state,” he 
says. 


The quicker-tban-expected 
turnaround at the betterthan-an- 
ticipated asset sales certainly 
means he is no longer seeking a 
capital injection from the state of 
up to FFrl3bn - something that 
win make his new left-wing polit- 
ical masters as delighted as their 
right-wing predecessors. 

But he admits that he also 
wants another element of the 
plan + a special dividend payable 
to the state of up to 60 per cent of 
profits (even before its normal 
dividend as the controlling share- 
holder) - to be renegotiated next 
year. 

And whUe -he is not seeking 
any more money from the state 
to increase Credit Lyonnais’ rat- 
ings and to strengthen its bal- 
ance sheet, he plans to do so by 
seeking external funding from 
tbe market 

He says simply that “every- 
thing is possible” regarding the* 
type of instruments that could be 
used, even when asked about 
whether that might include vot- 
ing rights,'- a way to dfiute the 
state's control through the back- 
door. ..... 

Ever the diplomat, Mr Peyrele- 
vade wprps the phrase “possible 
future* around each reference to 
“privatisation” of the h ank, given 
the present government’s reluc- 
tance to broach the subject in 
spite of a commitment in the 1895 
plan to sell it off by 2000. But be 
quickly adds that his personal 
view is that . Credit Lyonnais 
should be privatised, adding that, 
for hit f i , that means selling t h e 
majority stake, while the govern- 
ment could still retain a small 
investment 

Conveniently, that seems to 
correspond very nicely to the def- 
inition chosen by Lionel Jospin, 
the prime minister, who has 
recently agreed to open a minor- 
ity stake of Air France and 
France Telecom to private inves- 
tors. 

With such finesse, Mr Peyrele- 
vade may well make it to the end 
of his m a n da te - unless he him- 
self chases to jump ship first 

Andrew Jack 


FT GUIDE TO: 


BRADY BONDS 


Why are Brady bonds back fcn the news? 

In the past fortnight three countries - Argentina. 
Venezuela and Panama - have offered to buy 
back their Brady bonds from global investors. In 
exchange they issued unsecured bonds. Investors’ 
response was unexpectedly positive, reflecting 
strong confidence in the borrow e rs’ ability to 
meet their obligations in future and in the sus- 
tainability of the economic reforms carried out by 
these countries. 

When Venezuela, for example, offered two 
weeks’ ago to buy back $lbn of Bradys, it found 
investors willing to exchange more than $4bn of 
bonds. 

The recent flurry of Brady swap offers follows 
the successful retirement of substantial amounts 
of Brady bonds by Mexico, Brazil and the Philip- 
pines over the past 15 months. 

So what are Brady bands anyway? 

Brady bands - nanwt after the far mer US Trea- 
sury secretary Nicholas Brady who created the 
concept - were issued in the late 1960s and early 
1990s in lieu of distressed commercial bank debt 
when it became clear Latin American sovereign 
borrowers would be unable to meet their debt 
service obligations owing to faltering economic 
growth. 

After rescheduling the debt repayments, Bradys 
were issued with maturities of up to 30 years. The 
capital repayment on the Bradys was often 
backed - or collateralised - by US Treasury 
bonds whose value at maturity would equal the 
nominal amount oft debt to be repaid. Some also 
carried guarantees for some interest payments. 

Investors who held Bradys had a guarantee 
they would recover part cf their investment How- 
ever, most governments that have Issued Brady 
bonds believe that Bradys have outgrown their 
usefulness. The governments can also reduce 
their , debt service costs and investors increase 
yields by exchanging the Brady bonds for regular 
bonds - by stripp i ng out the EIS Treasury coBst- - 
eraL ^ 

If Brady bonds are considered to be such a 
“stigma” by countries like Mexico and Argentina 
why are other developing countries, including 
Vietnam and Cite d’Ivoire, planning to issue 
their , own. Brady bonds? 

Bradys are a stigma for countries that consider 
themselves to have overcome their debt problems, 
because they remind investors of past difficulties. 
For countries that have been facing problems in 
servicing the debt they owed to commercial 
banks, Bradys offer a way forward. 

Far countries such as Vietnam, which is expec- 
ted to enter the Brady market by exchanging 
about ¥800m of Brady bonds in the next few weds 
far troubled bank loans, resolving its bank debt 
problems offers the promise of access for the first 
time to the international capital markets. 


What do former or “graduating" Brady bond 
countries move on to? . 

Countries - meetly in Latin America - that hare 
carried out successful Brady swap or retirement 
operations want to be accepted as naamstream 
borrowers in the international debt markets- Bra- 
zil, Mexico and Argentina in particular have been 
very active borrowers in the eurobond and yankee 
bond markets. . . , _ _ . 

All three have also issued global bonds, which 
are sold to investors both in the US and Europe. 
Unlike Brady bonds, eurobonds and yankee bonds 
are not backed up by third party collateral. Inves- 
tors get a higher yield because they gain access 
for the first time to “pure country risk". Of 
course, in a bear market for bonds, the price of 
these bonds is likely to fall further than those of 
Brady bonds, which are carrying collateral. 

WSD vogue for emerging market paper burn 
itself out like it has so many times before? 

There is always a danger that investment funds 
will lose their appetite for emerging market debt 
This could be triggered by a number of events. If 
the US Federal Reserve raised US interest rates 
sharply, portfolio managers would probably 
switch their investments out of emerging market 
debt into cash or US Treasury bonds. 

The last timfi this happened, in March 1994, 
emerging market bonds suffered badly. But so, 
however, did everybody else including the world's 
leading stock markets. 

Are you suggesting that graduating Brady coun- 
tries are never going to default on theta* debt 
again? 

It would be safe to say that most Latin American 
economies and other countries - such as the 
Philippines and Poland - are not the places they 
were when they last flirted with bankruptcy in 
the 1980s. 

Over the past few years countries such as 
'Argentina and Brazil have carried out thorough 
economic reforms. This has been recognised by 
the US-based credit rating agencies which have 
rewarded countries such as the Philippines with 
higher credit ratings. Both Mexico and Brazil are 
now just two notches below investment grade 
status. 

However, the recent currency aims in south- 
east Asia shows the danger of complacency and 
some analysts worry that the Crisis could spread 
to Brazil, which has a large current account defi- 
cit and an overvalued currency. 

Latin America’s biggest economies may have 
come a long way since the debt crises of the early 
1980s - but they cannot afford to rest on their 
laurels. 

Samer Iskandar 
and Edward Luce 
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Peter Norman • Economics Notebook 


Need for realism about Emu 

Radical economic reforms are necessary if monetary union is. to survive 


Germany and France believe ft. 
Financial markets believe it. 
Even Britain is coming round to 
the idea. European economic and 
monetary, union Increasingly 
looks set to begin as planned, on 
January l, 1999. 

But while tbe momentum for a 
prompt start to Emu has gath- 
ered pace in recent months, 
there has been little public dis- 
cussion about the problems that 
will have to be tackled after tbe 
la unch of the single currency. 

That is changing. The past 
three weeks have seen a flurry of 
warnings that Emu will be born 
in a difficult environment and 
require radical economic adjust- 
ment among its member states. 

Hans Tletmeyer, the Bundes- 
bank president, was. the first to 
comment. This month, he 
reminded readers of Die Woche, a 
German newspaper, that the 
Maastricht treaty was taking 
Europe into uncharted territory 
and that his awn country would 
have to change. “In Europe, .in 
contrast to other monetary 
unions, we will have neither a 
common tax system nor a com- 
mon social security system." he 
said. “Unlike most federal states, 
there will be no system of fiscal 
transfers. Europe will simply 
have a single monetary policy.” 

Germany, be said, “must 
reform itself in such a way that 
business becomes more dynamic, 
invests more and employs more, 
and the public budgets and 
social security systems are once 
again placed on sustainable 
financial foundations”. 

He pointed oat that flexibility 
in the business sector and the 
labour market were essential for 


Emu to . survive. Otherwise, the 
monetary union could prodace 
conflicts, generate demands for 
fiscal transfers and prove “very 
problematical". 

A smiflar warning came last 
week from the International 
Monetary Fund which lamented 
the lack of economic reform in 
Germany, -France and Italy. It 
suggested greater labour market 
flexibility was almost as impor- 
tant foe the fixture of Emu as a 
sound fiscal policy in the mem- 
ber states. Without Labour mar- 
ket reform, unemployment 
would rise and undermine public 
support for the single currency. 

Tbe need for action in much of 
Europe can be seen in the illus- 
tration (right) showing recent 
forecasts of s tr uct u ral unemploy- 
ment in 1998 by tbe Paris-based 
Organisation for Economic 
Co-operation and Development 
The OECD expects structural 
unemployment, which requires 
changed policies to be corrected, 
to be 10 per cent of the European 
Union labour force next year - 
more than 1 2 times the 0B per 
cent cyclical jobless rate that 
might be expected to disappear 
with an economic upturn. 

Concern about European struc- 
tural problems and their implica- 
tions for Emu was also apparent 
among academic economists and 
monetary officials a t tendi n g this 
month’s European Summer Insti- 
tute confefeiu»:in'Beriizi an the 
German economy and the EU. 

The need for reform of its tax 
systems was highlighted by two 
Italian economists; Francesco 
Daveri and Guido Tahellini, who 
demonstrated a strong link 
between high labour taxes and 
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high unemployment' in Europe. 

Manfred Neumann, professor 
of economic policy at Bonn Uni- 
versity and chairman of the eco- 
nomies ministry’s council of 
expert advisers, charged that 
“close to no thing " had been done 
to reform. Germany’s labour mar- 
ket regulations, tbe public pen- 
ami system or the tax system, 
although it was widely recog- 
nised that existing structures 
were “seriously deficient and 
required major changes”. 

Prof Neumann did not pull his 
punches. Fundamental reform of 
the labour market was “not on 
the official agenda" and “still 
taboo" in spite of unemployment 
of more than 4.4m. A mini- 
reform of Germany's pay-as- 
s' 0 ^ pension system, designed 
by the government, might help 
for 10 to 15 years. 

But official forecasts i ran ra te d 
that the number of people aged 


63 and above was likely to jump 
from about 35 per cent of the 
population of working, age in 
2012 to 57 per cent by 2085.- The 
implications of this large 
increase in Germany's elderly 
Population after 2010 were 


Although it looked far into the* 
future. Prof Neumann’s address 
begged the question whether 
Germany and other potential 
launch members of Emu were fit 
for the euro. The demographic 
shift starting after 2010 is fore- 
seeable today. .In the absence of 
a policy response, it seems cer- 
tain to have a profoundly ^ nega- 
tive effect on German business 
costs and tire country's, capacity 
to meet the Emu debt and, deficit 
criteria in the long-term. 

German politics. Prof Neu- 
mann complained, was “hypno- 
tised by the objective to qualify 
for Emu". That was true ennngh 


12 days ago. when Prof Neuman 
delivered his paper. Last wee] 
however, some of the close 
political allies of Helmut Kota 
the German chancellor, showe 
that they also saw an agenda i 
structural reform in Emu. 

A policy .statement produce 
under the auspices of Wolfgan 
Schauble, the leader of Mr Kohl 
Christian Democratic Union an 
its Bavarian sister party in tl 
Bundestag, stated clearly for tt 
first time that monetary unio 
was aimed at “a radical rehabfl 
tation and modernisation i 
Europe’s economies." 

The joint; paper cast Emu i 
the role etna disciplinary ager 
on national, governments rath* 
than a vagde guarantor of pear 
and freeddtn. The Maastrict 
treaty, it said, was designed t 
break the vicious eirde of risin 
une mployment and the growin 
strain on public finances. Modi 
tary union, it went on. offered 
way. forward to combat deficiei 
ties such as excessively regi 
fated labour markets, high an 
complex taxation, outdated call 
cation and training system 
imb alances in the old age per 
■sion system and the continuin 
rise in health care costs. 

Mr Schauble’ s paper recof 
nised that Emu could be a prol 
lem for tbe government hecaua 
the painful effects of economi 
adjustment would be felt ion 
- before- the benefits accrued. 

Its publication at tbe start < 

^months of campaigning to th 

German general election in Sej 
tembe: next year was therefore 
bold political step. But it wf 
only mark a hew realism abon 
/ Bum if it is followed by action. 
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MANAGEMENT 


A new slant on an old theme 

but financial engineering is alive and well, says Tony Jackson 


'■-'■■■ jr~ rrK %- oiporate. rastructurtog, 

• v some pundits would 

- • m-- V- A have -us-bettev*. Is a 

■ : thingofthe past Down-. 

sizing and re-engineering, they 
■ - £ay,- base run their course. In the 
DSaad UK*at any-rate. the name: 

■ of ~th^ -.game is- now. organic 
growth. .''■". - ;;•. V* . . 

Bujs.a let depends c& wfial you' 
; ; meaiv-Er restructurtog^ Consider . 
y the following annou ncemen ts, 

; picked: almost ; at random , from 
last Week's issues ofthis,newspa- 
• -.per.-.;. f \ s; J .. • 

We stihghouse. the. US manu- 
facturer turned .media, gmup is 
seZHhg its Thermo King subsSd- 
laiy for SSLfibn C£L7hn>, - 

• Whirlpool* the leading . white 
goods manufacturer, is to consoli- 
date. -operations worldwide and 
shed; nearly 5,000 jobs: 

•’. Sara ‘.Lee, the US consumer 
. products company, is to hive off 
.-■.large, parts of its manufacturing 
operations. hum textile plants to 
slaughterhouses, while retaining 
itebrands. - 
; Meanwhile, in the UK: 

•. BG^ the gas. utility, is to buy 
*• back £L3bn worth of- its shares, 
pushing up its balance 1 sheet 
geafh^ frmn 67 per cent to more 
than 100 per cent 
•' Dalgety, the struggling pet- 
food.' company, wffl sell subsid- 
' Jaries .worth more than £350m, 
vntb eoom being handed back to 
shareholdm. 

• Sears, the retail conglomerate, 
will; break up its loss-making 
shoe division. It previously said 
it ^oidfl . demerge its: Selfridges 
department stores,., sell its 
Freemans .mad order, business 
a^Tia^ back : £370m ’to share- 

- hcMers. 

hi the wider sense, this is 
resfructunng and no mistake. 
Amid -the flurry of ac tivity , two 
pritateqre worth noting. 

First, ijy no means. everyone is 
fixated on. top-line growth, at the 
corporate level anyway. Second, 
many of tlwse moves contain an 



element of balance-sheet restruct- 
uring - what an older generation 
of managers would have dismis- 
siveJy termed finanrriy i engineer- 
ing.-. 

As with most thing s manage- 
rial, there may be an element of 
fashion to this. But there Is sub- 
stance as well According to a 
long-range study from a group of 
researchers at the top-ranked 
Wharton business school, finan- 
cial engineering is the only kind 
of restructuring that consistently 
works.* 

The study collected several 
thousand cases of restructuring 
in the US over a decade, and 
grouped them into three classes. 
First came organisational 
restructuring: downsizing, 


reali gnin g of business units and 
so forth. 

Then came portfolio restructur- 
ing: changes in the asset base 
through divestitures, asset sales 
or spin-offs. Last came financial 
restructuring: big changes in the 
capital structure, such as lever- 
aged buy-outs or debt-equity 
swaps. 

The study then looked at 
immediate share price reactions 
and profit performance over the 
following few years. In the case 
of organisational restructuring, 
the average performance worked 
out slightly negative; for portfo- 
lio restructuring it was slightly 
positive; for financial restructur- 
ing it was very positive indeed. 

Why should financial en gineer . 


tog be so successful? Among vari- 
.-ous reasons suggested, two stand 
. out First it Is argued, managers 
in public companies tend to 
waste their free cash. That is, 
having funded all available pro- 
jects that provide a decent 
return, they too often spend the 
rest on projects that do not 
deliver shareholder value. 

If so, it Is obviously preferable 
to hand the spare back to 
shareholders, through share buy- 
backs, special dividends or what- 
ever. Few managers care to 
admit that they have in effect 
run out of profitable ideas. 

But as Martin Taylor, chief 
executive of the UK banking 
group Barclays, put it last year 
“{Share buy-backs] force choices. 
They stop us doing marginal 
low-return business - and 
there is plenty around if you 
want ft." 

The second reason has to do 
with business focus. Included in 
the study's definition of financial 
restructuring were leveraged 
buy-outs. Since bay-outs involve 
raising balance sheet gearing, 
they force managers to make 
choices in the way Mr Taylor 
suggests. But they also typically 
split a business from a more 
diversified parent 

Those two factors - better use 
of cash and greater focus - seem 
also to apply in portfolio restruct- 
uring. The study found compa- 
nies performed much better 
when they spun businesses off 
rather than sold them. If they did 
sell them, the results were better 
if the proceeds went to sharehold- 
ers rather than being retained. 

Similarly, results were better if 
portfolio changes resulted in 
greater focus. Companies that 
bought and sold businesses 
aggressively, by contrast, did 
slightly worse than the market 
overall. 

If those findiug s are right, the 
recent explosion of activity seems 
perfectly rational. Professor 


Michael Useezn, one of the 
study's authors, says: “Our piece 
simply confirmed what managers 
know intuitively: that sharehold- 
ers are best served by getting the 
portfolio mix right”. 

But what about the evidence 
that financial restructuring 
works better again? That. Prof 
Useem says, may be a matter of 
timing. 

“Fina n cial engineering at that 
level seems to achieve what 
shareholders want In a way that 
organisational changes don't, at 
least in the time-frame they 
require. 

“But I've spent enough time in 
enough companies to be confi- 
dent that organisational restruct- 
uring will work in the long run. 
My colleagues might differ on 
that” I 


T iming apart, two final 
points suggest them- 
selves. First, corpora- 
tions have devoted much 
effort in the past decade to 
becoming more operationally effi- 
cient. Many are now turning 
their attention to the efficient 
use of capital. 

Second, portfolio change seems 
a curiously enduring phenome- 
non. In part, this may be bemuse 
each generation of managers 
feels impelled to reshuffle the 
cards passed to them by their 
predecessors. 

But it may also be because 
markets are these days hanging 
so fast that business portfolios 
must be continuously modified to 
keep up. If so, the winners will be 
those companies that grasp the 
fact plus - as ever - the manage- 
ment consul tan ts and investment 
bankers who feed them advice. 

*When Does Restructuring Work? 
Edward H Bowman. Harbir 
Singh. Michael Useem and Raja I 
Bhadury. Wharton School, Uni- 
versity of Pennsylvania, Philadel - j 
phia PA 79/0^59711 
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Dayal (left} and King: We don't have any overheads, or headaches' 
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KMI 


In 1993 Will King, 
32, and Herbie 
Dayal 39, 
launcheda 
shooing oil called 
King of Shaves. 
After persuading. 
Harrods, Boots and Superdrug to 
stack their product, they went on 
to design a range qf toiletries for 
men. Their company, KMI- 
Khotbledge and Merchandising - 
based m Buckinghamshire, kas 
recently opened an office in New 
York. Their annual turnover is 
£l.Sm. 

Will: *T was forever getting a 
razor rash until my wife, Ann, 
suggested putting oil in my 
shaving foam. After that I 
began experimenting with 
different blends of 
aromatherapy oils until 1 found 
a mix that wasn't too idoapy. I 
knew I’d found the right one! 
when I came out of the shower , 
one morning thinking, *Wow. 
rve just had the King of 
Shaves’. The hardest part was 
convincing other people. 
Everyone initially complained ’ 
that the oil clogged the razor 
and that because there wasn’t 
any foam they couldnt see - - 
where they were shaving. It’s 
definitely an acquired taste. 

When it came to investh^, 
most people said, "What do you 
know about shaving? 1 or J How 
. can yon, compete against -• 
Gillette?’ Except we weren’t . 
really competing because SO per 
cent of Gillette's profits, were ■ 
from selling razors; its gels and : 
foams accounted for very little. . 

I wanted to concentrate on -. 
the software of shaving as 
opposed to the hardware. _ - 
HerIHe was happy to invest his -• 
own money. In a way he bad 
what I wanted - an MBA - and . 
I had what he wanted - the 
ability to come up 7 with ideas. It 
was no good telling the banks i 
had a great idea that would seli 
millions, they wouldn’t lend 
against that, whereas Herbie’s 
MBA gave him credibility. 


He knew how to write a 
business plan which enabled us 
to raise more capital. Within 18 
months we went from one . 
product to 12 and had 
established our brand.” 

Herbie: ”1 invested in Will 
rather than the product, as 
there was always a chance that 
he would do something 
successful. The King of Shaves 
started life as a few drops of oil 
in a horrid brow n bottle, yet he 
believed it would work. 

Neither of us knew anything 
about the market so a lot of it 
came down to Will's 
personality and his ability to 
persuade, the big names to buy 
it After seeing him in meetings : 
E knew he wouldn't fail through, 
lack of trying. . 

Pm much more analytical 
than him, which comes with - 
having an MBA. It’s 
tremendously useful but in 
some respects it’s paralysing 
because you’re always looking 
for the disadvantages in a 
situation.. " - 

WiU always acts immediately 
which makes things move 
along foster. 

' For- the first 15 months it was 
Just Win at home, alone with 
two dogs. He was 
m a n u facturing the oil, staring 
it, delivering fti collecting 
money and trying to persuade 
filestores to stock. 

~ The moment I joined him 1 . 
arranged for us to get a proper 
office. There was no way I ■' 
could sit anrid his dogs and Us 
paper mess. in the early days 
Will bad found his suppliers 
through the Yellow Pages so I 
set about finding cheaper 
alternatives, uswellas 
arranging Tor everything to be 
outsourced. ■ 

Our tratiemark and a few 
computers are the company’s 
only assets, which means we 
don’t have any overheads, or • 
headaches.” . * - 

Fiona Lafferty 


9tt FT World Mobile 
CDmitinnlcatioiis • r 

Cottoned speakers induda: •• 
Stephen Pettit. Cable & Wretass 
pfcj Tbmas Duffy, Tafia Telecom; 
Marintffan Antieft, V1AG; Michael 
Short, pefinst; Mrs Jan Peters, 
Managing Oirectbiv One 2 One; 

Thomas BeQer, Chairman, 
.UMTS Focvm; Kfyuyifti ,• 
Tiai^rriura.NTT Mobile 
Cotmtirtcations Network Inc; 
Afieo fcte,' Hongkong TMecom CSL 

EnqteriesiSian Fancourt 
FTConferences 
Tel; +44 171 8962626 
Fax: +44 ITT 896 2696 
i^tiM>jiteeoi»piMOiii 

L v. . London 


OCTOBER 2 
PPMA/ANA SEMINAR 
SUCCESSFUL EAN BAR 
CODING 

TJris seminar wfl] nview the pnMems cf 
printing and nannkig bar codes an-noe. 
The riewpoaKs of major retailers, ftneg 
tnanufaouren anil printing equipment 
suppfien wilJ aO bo represented 
Brochures and registration forms from 
Melinda Scales. PFMA Limited 

Til: 01 SI 6S1 8226 Fax: 0181 681 1641 
NORTHAMPTON 


Supply Chain Optimization 
Conference 19S7 
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scheduling 

The first annual conference 
dedicated to addressing the 
challenges and hsues of Supply 
Cham Optimization and integration 
to Hie year 2000 and beyond. 
Confirmed speakers BASF, 
Bridgestone/R rest one, Entehem, 
Gartner Group, IBM, Iggesund 
Paper Board, Mobil Europe, SAP, 
Shaw Industries Inc. Wedgwood. 
For further details and full agenda 
Tet 01442 877844 

1 2^£AajlE.a^£ 

OaridonSGtamlK- 
RadfeHM Edwanflaa HBattnmr Hotel 


Conferences 
& Exhibitions 


OCTOBER 7 TO 9 
Auditing the E3ealing Room . 


Series 7 General Securities 
Representative (5 days 6-10) 
Series 3 National ComraodBJes 
Futures Ra press ntative 
(1 ’A days 10-11) 

IVaBacs CBJTfaintng preparaa students 
in EuropB to sit American Securities 
and Dflrivativw Industry (NASD/NFA) 
examlrt^ions. Topics covered In these 
courses S7 - stocks, bonds, mutuel 
funds, municipal securtties. options, 
direct partldfulton programmes. S3 - 
commodities futures, options on 
futures, financial futures. Intensive 
Reviews offered regularly In London. 
Frankfurt Geneva and Zurich. 

Wallace CttiTratoJng 
Tel: *44 (0) 171 829 8415 
Fine +44 (0)171 240 5600 


A friend phoned the other 
night sounding distressed. 
“You’re not going to believe 
this,” she said. “But I may 
have to hug my colleagues tomor- 
row.’’ Could I have heard her right? 
The last time we had spoken she 
sounded perfectly normal, if a little 
fraught 

However, since then she had 
allowed herself to be talked into 
using, some management consul- 
tants.’ She wanted help organising 
an off-site meeting that she was 
planning for her team of 12 people. 
She had drawn up an agenda, cover- 
ing a long list of complex issues, and 
wanted some help on how to deal 
with the more explosive ones. 

The consultants glanced at the list 
and cast it aside. They said she 
could not even begin to discuss these 
matters until a thorough cultural 
audit of the whole business had been 
conducted, and that the meeting 
would be an ideal opportunity to set 
some parameters. She scowled, 
ground her teeth a bit 
They then told her that the meet- 
ing should include a celebration of 
each individual as an important 
member of the team. The best way of 
achieving this, they solemnly 
suggested, would be a group hug. 
When she protested that there was 
no way she was going to hug anyone 
on her team, she was made to feel 
that this negative attitude might be 
one of the reasons why there were so 
many problems. 

This story makes me sad. These 
consultants were not Moanies, nei- 
ther were they even Californians. 
They bad been to Europe's best busi- 
ness schools, and their company, 
tho ug h small, - harf appeared reputa- 
ble. it shows that - contrary to what 
1 wrote a few weeks ago in a burst of 
foolish op timism --the market for 
these fringe management consul- 
tants has not peaked at alL 
Every week brings more absurd 
examples: the latest being a bro- 


A hug a day keeps the 
negative attitudes away 
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US Electricity 
Deregulation 

Leading US speakers from 

government, regulators, 
investors and suppters 
(focussing key issues. 

One day £500 inc VAT 
Contact: Mary Clements 
American Chamber of 
Commerce (UK) 

Tel: 01 71 493 0381 . 

Fax: 0171 4932394 
Sponsored by 
The Energy Group 
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Lucy Kellaway 


chore for a management consul- 
tancy sent to a colleague in heavy 
metal covers. Not only were the 
edges so sharp that you nearly cut 
your fingers off opening it but when 
you looked at the front you could 
see your own reflection, mad and 
distorted. Not a particularly good 
image for a company that promises 
to sort you out 


What do your investment banker 
and your spouse have in common? A 
lot says Howard Schultz, the man 
behind the Starbucks chain of coffee 


shops. In the current issue of For- 
tune magazine he explains at length 
that whether you are choosing some- 
one to float your company on the 
stock market or deciding who to 
marry, it makes no odds: in both 
cases the things to look for are integ- 
rity and passion. 

In the US they really rate this 
chap. He is the new darling of the 
business world and his book is likely 
to become the nest best seller in the 
how-I -becam e-so-great genre. Schultz 
stands for missions, visions and val- 
ues writ large, and will talk in all 
earnestness about the importance of 
fnifrng every customer with a sense 


l 'OF COURSE I VE GOT f\ &L.ONDE HAIR o* 
JAY COLLAR - YVE &E£N HUGGING ALL DA/ 1 ' 
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of romance each time they order a 
coffee. But his ideas about spouses 
are going too far. Take Integrity. 
Whether choosing spouse, banker - 
or window cleaner - some degree of 
integrity is required. It goes without 
saying. A necessary rather than a 
sufficient condition for a successful 
partnership, one might say. 

Passion is the opposite: desirable 
neither in choice of spouse nor in 
choice of banker. A marriage 
founded on passion is likely not to 
last, and as for a passionate banking 
relationship - the less said about 
that the better. 


Forecasting is a mug’s game, we all 
know that Peter Drucker knows it 
better than most, having forecast in 
1929 that the stock market would 
shortly recover. However, the Har- 
vard Business Review has twisted 
the arm of the revered management 
guru into making a management 
forecast for the next 75 years. 

His vision is an odd one. Demo- 
graphics, he says, are the key to the 
future: western women aren't hav- 
ing enough children (which he 
bizarrely attributes to the fact that 
they are supporting too many ageing 
relatives instead}. 

The upshot is that “well before 
2010" - Le. in only 10 years or so - 
the retirement age will have risen to 
75. Could it be that Drucker, pushing 
90 and going strong, is letting per- 
sonal experience cloud his vision? 

His other forecast is equally hard 
to fathom. He says that in the future 
the art and science of management 
will be extended to health and edu- 
cation. Where has he been all these 
years? Management has been rife in 
these areas for more than a decade, 
and in charities, the arts - you name 
it Indeed, 1 challenge him - or any- 
one else - to find a group activity in 
the west that has escaped the curse 
of management theory and practice. 
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We connect. 


What does it take to connect to places in Asia, Europe, the Americas and all other parts of the globe? It starts with a firm understanding of 
local ideas, people , and places . It's also about superior services and cherished commitments. And as a world-leading telecom company fro m 
Japan, we’re now bringing you the means to connect globally by providing reliable, full-scale services. 

’•e' ■ i '» V 

Global System Integration — NTT’s sophisticated corporate infocommunications networks for multinational companies around the world, 
handled through our 13 worldwide system integration offices, 3 of which are located in Europe (London, Paris, and DiisseldorQ ; - • *'*■■ . 

i 

Overseas Carrier Business — Establishes much-needed telecommunications networks in countries throughout Asia, such as Thailand, " .8 
the Philippines, Indonesia, and Sri Lanka. NTT's participation in the Malaysian Multimedia Super Corridor (MSC) project and the. 1 
19-member Asian Multimedia Forum (AMF) are just two of our recent activities to develop advanced multimedia systems. . . V‘ 

Global Communications Services — In September this year, NTT subsidiaries and associates began providing end-to-end global 
communications services via a high-speed infocommunications highway connecting Europe, the U.S., and Asia— including Japan. ‘ ' ’ ’l 


■rftw momr motSms corhom 


Connecting the world through multimedia 
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BUSINESS EDUCATION 


John Authers examines the growing popularity of corporate universities in the US 



the learning curve 



i 


orporate 'universities are 
boomiiig'in the US. At 
the last count, more than 
— . 3UX» cdiBjjanieJEbaa their 
. own tatemal nnl^ersity/'a number 
-that has more than, doubled in the 
last.decade. Many . more, including 
corporate giants! ^sachaa CMrorp, 
-are studying thevldeat. , 

-A few companies.'^such as Motor 
rote. and Andersen : Consulting, 
/. have gone tb the lengths of setting 
up, a physical university, complete 
with- campus. But. dll have a foil 
' cumciuiim, allowing an organised 
j jOBgramme of study, qualifications 
.tend dedicated faeulty. 

According to Jeanne Me^stej-, of 

' "the. New. York -basedCc^Jora^ Uni- 

.versity Xchange,' ^.consultancy, 
ffiaf advises combfifiiies on setting 
■ qp ; such universities,', they should 
be. .regarded as. “a strategic 
; umbrella fox- all education, for all 
. employees and the entire value 
c h a i n, including suppliers and cus- 
tomers". . 

' She.says: “What really differenti- 
ates a university from a dressed up 
training department' is that they 
can . ensure that eyerything is 
taught according to the strategies 
• of the organisation. ■ Corporations 
'•^ant tighter control of the learning 
' process and outcomes." 

Corporate universities have been 
. around since 1355, when General 
, Motors started its. own internal col- 
: ltgfe. Since then the concept has 
been most popular with consultan- 
cies and high-tech companies, 
which both have . obvious needs to 
.kistain a high level of skills and 
knowledge far their stafis. 

. 'Motorola University, operating 
oh :an. annual budget of 5200m 
(£126m), is arguably the most 
impressive. Each of the Chicago- 
based company’s 139,000 employees 
. “from the chief executive to the 
jaoitor'' is required to undertake at 
le&$t 40 hours of work-related 
training with the university each 
■year. • . • 

Motorola has agreements with 
several conventional universities 
to offer courses on its 14 campuses 
around the world when they are 
not in use, while its instructors 
alsoteach courses under licence to 
colleges that request it 
It also sends instructors to local 
primary and secondary schools in 
areas where the company operates, 
and its facilities are open to Moto- 
rola suppliers. 

. The. company describes its uni- 
versity as an “instrument of 
renewal” that exists “to ensure 







continuous learning within the 
organisation". It is used as a tool 
by manag ement and tied closely to 
the needs of the business. Despite 
its great success. Motorola denies 
that it competes with universities, 
saying it is too closely tied to the 
needs of the company. 

The opportu- ‘ 


company, or any other company 
trying to enforce a significant shift 
in strategy. 

Cost is also a factor. According 
to Michael Kim, manag in g consul- 
tant with Towers Perrin in New 
York, business schools can seem 
expensive and of limited relevance. 


likens this to an individual’s ten- 
dency to pay health club subscrip- 
tions in advance, as a way to com- 
mit himself or herself to the 
enterprise. 

The growth in corporate univer- 
sities could also be a reaction to 
corporate “downsizing". This left 
... US companies 

leaner and mea- 


nity to use them 

as a tool of l What really differentiates a university from ner, but with car 
a dressed up training department is that 


the sudden 
growth in corpo- 
rate universities. 

In the past three 
years the three 
sectors that have 
seen the greatest 
activity in setting 

up universities mem^^mnmam 
are financial services, telecommu- 
nications and healthcare, all of 
which have been subject to seismic 
changes in recent times with 
waves of mergers and new regula- 
tions. 

Setting op a common curriculum 
for afi staff helps set out the values 
and strategy of a newly merged 


they can ensure that everything is taught 
according to the strategies of the 
organisation. Corporations want tighter 
control of the learning process and 
outcomes’ 


Be says: “An MBA for a year could 
be $30,000 in tuition. That's quite 
expensive for developing one per- 
son. But for $60,000 a company can 
decide and develop a whole cus- 
tomised curriculum and deliver it 
to about 60 people." 

Setting up a university requires 
a big outlay of capital, but Mr Kim 


fewer skilled mid- 
dle managers. 
There is a short- 
age of experi- 
enced executives 
who are up to 
date with the lat- 
est developments 
in management 
theory. 

So far, compa- 
nies have responded by hiring for 
more management consultants, 
and by showing a greater willing- 
ness to hire MBA graduates 
straight from business school. 

This is an expensive way of keep- 
ing up to date. As the speed of 
technological change increases, it 
should become even more expen- 
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sive. According to Karen Dowd, a 
senior consultant at Breaker & 
Merryman, a New York personnel 
consultancy, irw T m gw tim t consul- 
tants now provide “almost an out- 
sourced group of employees” with 
talents in dealing with strategy 
and marketing. 

But in the longer term, she sug- 
gests companies need to keep then- 
existing employees up to date. 
“Because of the removal of the 
guaranteed job security there used 
to be. companies are finding that 
they should be offering executive 
level management paths to employ- 
ees across the board. That is why 
they are organising their own uni- 
versities internally." 

Are the corporate newcomers 
rivals to established business, or a 
lucrative source of extra business? 

So for, the Arthur D Little School 
of Management in Boston is the 
only corporate university to apply 
successfully for full qualification- 
awarding powers. However, 
another 20 or so are known to be 
planning such a move. 

Charles Hickman of the Ameri- 
can business school accreditation 
body, the AACSB, says: "The trend 
is that there are more customised 
programmes being offered by uni- 
versity-based business schools for 
specific corporate clients. 

“The advantages include extra 
income stream, and the opportu- 
nity for schools to get their faculty 
in front of practising managers and 
executives, building relationships 
with them.” 

But, he adds: “The disadvantages 
are that university business 
schools could become dependent on 
a small number of customers. And 
the issue of control of curriculum 
and degree requirements is always 
in the back of faculty members’ 
minds.” 

Mr Hickman also points out that 
university business schools dislike 
the use of corporate universities to 
inculcate a common culture. This 
goes against the traditional 
business school culture of gaining 
extra learning opportunities 
from bringing together students 
from different business back- 
grounds. 

But that control is central to the 
popularity of corporate universities 
with executives. According to Ms 
Meisten “Companies are focusing 
on how educational programmes 
win further their corporate strate- 
gies and objectives. The old days of 
sending teams of people to open 
enrollment programmes are over." 


Wider horizons 
at Andersen 

Accountants Arthur 
Andersen are to send up to 
100 of their partners and 
managers on MBA 
programmes every year in 
an attempt to broaden the 
management expertise of 
their staff. The firm has 
chosen Manchester and 
Warwick business schools 
to teach the programmes. 

The first batch of folly 
funded students, 56 In all. 
will begin their part-time 
programme this October. 
Next year the firm expects 
some 70 managers to begin 
an MBA programme with 
one of the two schools and 
100 a year to start the 
scheme within two years. 

The three partners insist 
the programme is not a 
company MBA nor is it an 
MBA for accountants: the 
participants will study the 
same course, with the same 
range of optional elective 
courses, as others studying 
on a foil-time or part-time 
MBA at the two schools. 
Some financial elements 
may he adjusted for highly 
qualified accountants. 

Students will attend the 
business schools in five 
blocks at four days each 
year, from Wednesdays to 
Saturdays inclusive. Of the 
first intake 31 students 
have opted to study at 
Manchester and 25 are 
going to Warwick. 

The programme is 
presently open to 
applicants from Arthur 
Andersen’s Assurance and 
Business Advisory practice 
in the UK, but the firm 
plans to expand the scheme 
into other business areas 
and other European 
countries in the future. 
MUB& tomo.mbsMC.uk 
Warwick: wtow.wbs. 
ioarurick.ac.uk 

New president 
forBabson 

Professor Leo Higdon has 


been inaugurated as the 
10th president of Babson 
College in Wellesley, 
Massachusetts. 

Before joining Babson 
Prof Higdon served four 
years as Dean at the 
Darden Graduate School of 
Business at the University 
of Virginia and was 
previously vice-chairman 
at Salomon Brothers. 
Babson: vnow.babson.edu 

A guide through 
the MBA maze 

Are you in search of the 
the most relevant MBA 
course? Then the latest 
version of the Economist 
Intelligence Unit guide. 
Which MBA? could be right 
up your street 

For the first time the 
publication looks at the 
range of distance-learning 
programmes. Such 
programmes are well 
established in the UK and 
demand for them has 
grown dramatically in the 
US over the past two years 
because of the spread of 
affordable technology. 

This ninth edition of the 
guide has a separate 
section on UK MBA 
courses for the first time. 
EIU.'US. 1718301007 

University venue 
for Amba Update 

Karen Brady, managing 
director of Birmingham 
City football club, will be 
special guest at the 
Association of MBA’s 1997 
update to be held at Aston 
University, in 
Birmingham, cm September 
26 and 27. 

The update, which is 
open to non -members, 
includes a visit to Jaguar 
Cars in Coventry and a 
briefing from the European 
Commission and the Rank 
of England on the 
implications of a single 
currency. 

Amba: UK. 171 8373375 
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□alia Bradshaw, FT, Number Ona Southwark Bridge, London SE1 9HL 
Tel: 44 171 B73 4673 Fax: 44 171 673 3950 
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INSEAD 


"Executive Education 


STOREWARS 

The Battle for Mindspace and Shelfspace 

19-26 November 1997 - 18-25 November 1998 


Focusing on consumer goods, die STOREWARS programme and its exclusive simulation bring together senior managers in manufacturing, retailing and 
advertising to explore and exchange strategic marketing practices in this highly competitive field. 

Programme Director Marcel Corstjens, the author of the book STOREWARS and the creator of the STORWARS simulation, will 
expose you to: 


“The combination 
the STURWUtS simulation, 

: tailored conceptual inputs and 
the facilitated discussion makes sore 
. that the learning is rooted in our 
experience. As a result, it has been a 
challenging and valuable programme to our 
■ ■ customer managers - ere n Jin: those from 
different market places and with different 


Marketing Strategy and Tactics 

/ differential advantage and target- 
market selection 

/ marketing intelligence & customer 
profitability 

/ efficient consumer response 


The Brand as a Central Concept 
/brand equity and acquisition of 
brands 

/brand loyalty /switching 
/ eurobranding and globalisation 


The Retailer as a Major Player 
/ retail /retailer strategy 
/ manufacturer-retailer negotiation 
/ merchandising, shelf space 


Unilenr International Marketing 
Si. Sales Training Manager 


The STORWARS marketing simulation, which was specially designed for this programme, is used to integrate, apply and . 
test the concepts developed during the course. Building on INSEAD 's considerable experience in the field of international 
marketing, the STORWARS simulation recreates the most crucial challenges facing today’s consumer goods industry. 


To receive a copy of the brochure on STOREWARS, please mail or fax this coupon with your business card to 
Janet Burdillat, INSEAD, Boulevard de Constance, 77305 Fontainebleau Cedex, France, Fax 33 (0)1 60 74 55 13 


O I mould Hie to reserve a place (Date of programme : ..... - 

rime - Job Tide 

Company '■ 

'Address — L • — ' * 




.Fax 


Country......:.. ^ , * 

For more inforniation bn this or other INSEAD executive programmes, please contact Janet onTel 33 (0)1 60 72 42 90, E-mail execed@insead.fr, or http://www_insead.fr 
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OCTOBER 8-9 
Turning Knowledge Into a 
Corporate Asset 

. pJeft* Bucpean ccnference id lake a haul 
■look it. bow to quantify and evaluate 
faongite khoafodg: am fcr imwuraMo 
Improvement® in business perfbrirwnce. 
Ctattce Kate Jenkins at Business 
baOjgcKe- . _ ■ T 

Tfct WSl S7P 3355Ttai 018) 879 1122 
Rmiiii- katejcDkiro&buwiMS- 
g adHttnoacio 1,1 • • 

LONDON 


Conferences 


Exhibitions 


Venture Forum ‘97 
12th Annual VC Conference 

Thfl oldest anil largest 100% venture 
Capital Conference of its Mnd. Ibis 
year's highlights include; a Pre- 
Conference Workshop ‘Managing 
Ybur Venture Capital Rim", tots of 
networking opportunities, and the 
latest info on such topics as - 
Med/Heafthcare *VC Mariot Infotech 
- Early Stage International Investing 
and morel TCP VCs from tha US & 
abroad and 2 keynote speakers! 
Vesture Fomm *97 
lire Westfn Hotel at Coplay Ptaee 


Crated: CoBesn Ga tocher at 
Uentve Economies 
212 7G5 5311 BkL 215 


USA 


THE ECONOMIST CONFERENCES 
OCTOBER 9-10 
Key Operating and 
Investment Issues in the 
Central Aslan Republics 

Kaukstan. KRYGYZ Republic. 
Tajikistan, Tuttensrisuttu Uzbekistan. 
For further information contact: Ms 
Gerlinde de Leonard! f, Ms Monika 
Davfes^Thc Economist Conferences 
TH: (43.1)712 41 61 0 
Fax: (43. 1)714 67 69 

»nri Marriott, VIENNA 

OCTOBER 14-16 
TeleCom Power Europe *97 
Commercial TWecoiraraxnlcatfons 
tor Electric Utflttfes -Conference 
& Exhibition 

Contributors: EC. Norweb. Enenel. 
Energis. Alia tel, Tcl-Energo. Eniiel. 
Bayemwerfc Netcom, KWE Telliance, 
Kyushu Electric Power, Yorkshire 
Bccgkay. - 

Hi gh tevdi Perm Well CAE. ■ 

EHy Krefjkes Phone *31-30-2650963 
Fax: *31-30-26-50-92 8 

AtasambnOnSE NETHERLANDS 


OCTOBER 15-16 
Strategic Skills for the 
Finance Function 

Ibis canfiaeoce is «pfi ii r .» Hy rfwipwl re 
hdp Finance Dcracas develop tfie new skills 
rwrniird to go beyond roditioaal finance 
activities and lake on a bnedei: vateeddreg 
role within their organisations. Contact: 
Kate Jenkins at Business InreDteence 
Tel: 0181 879 3355 Fax: 0181 8791122 
Ejnafl: katejenknu^btisiness- 
hnriBgntce j oatlt 

LONDON 

OCTOBER 16/17 
A Technical approach to FX 
trading 


rcctmiques lo profit from market 
opportunities. Course uses sopInsticaKri 
technical analysis software and dealing 
simulation. For tradeis/risk managers 
/sys te ms development penonnel/ACI 
Diplcnw candidates. £525.00 + V_A_T. 
Lywood David International Ltd. 

Tefc UK 44 (0)1732463014 
Rut: UK 44 (0)1732463015 
e-mail: tramin^Iywcod-dnvkLcojik 

LONDON 


“ Mew Partnership for Soriaf 
Cohesion" 

Business and Social Chatenges- 
a New Agenda? 

International Conference on the 
Sodal Commltmere of Enterprises 

AtiteJdes towards soda! 
chaBenges are changing. Jolnfrig 
forces Is beita* and more cast- 
eflective than shSfrig burdens. 
What is in B for business -for 
g ove rn me nts - for society? 

vutou-web-oto 

hflpdpartnefstifcxsnuflc or apply 
for registration at ICS 
TM 44539460900 
Fax +45 3946 0515 

emal: soooo07@ie&dk 

Copenhagen 


THE ECX3NOM1ST CONFERENCES 
OCTOBER 20-22 
Roundtable with the 
Government of Bulgaria 
Preiident Petar Stoyanov, Prime 
Minister Ivan Kosov and key minis ters 
are scheduled to participate in the 
Roundtable discussion. For funheT 
inforniation contact: Ms Gcriinde de 
Leonardis, Ms Monika Davies, The 
Economist Conferences 
Tel: (43.1) 712 41 610 
Fax: (43.1) 714 67 69 
^aarotSgb&ttdMbihSORA 

OCTOBER 21 & 23 
1997 PlanEcon 
Fall Seminar Series 

Anticipating Market O ppor tunities in 
Eastern Europe and the FSR. PlanEcon 
and DRl/McOtaw-HHl assess the tegkxib 
investment climate in the automotive, 
energy, capital, and financial markets. 
Vienw Semanr (Oa. 21 ) co-sponsored by 
GiroCnetfit/Fina Austrian Bank 
Contact Goranc Rsdonnet 
Tel: +440181 545-6212 
www.planeconxom A am fe rEnceaJttml 

VIENNA & PARIS 
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1997 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

It is vital that today's finance professional keep 
abreast of the latest devetopmenls. For the 
past decade ICMB has built a solid reputation 
trebling executives from over 800 institutions 
and 80 couTtrtes in the latest risk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
skills which enables them to profit born complex 
challenges in a rapidly changing environment 


Hans Gen berg September 29 - 30 

THE ECONOMIC IMPLICATIONS OF EMU 

Mike Staunton October 20-24 

EQUITY PORTFOLIO MANAGEMENT 

Alessandro Penati October 27-31 
GLOBAL ASSET ALLOCATION 

Ren§ Stub November 3 - 7 

RISK MANAGEMENT TOOLS AND 
STRATEGIES 

David Cox November 10 - 14 

QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 

SaUhNettd November 17-22 

ADVANCED MATHEMATICS OF 
DERIVATIVE PRODUCTS 

For our detailed brochure, please contact: 
Fabienne ScagGola or Beatrice Candotfi 

ICMB 

Av. Blanc 49 

1202 Geneva, Switzerland 
TeU +41-221731 95 55 
Fax: +41-22/73195 75 
http://heiwww.unige.ch/ tomb 
e-mail icmb@hei.unige.ch 


OCTOBER 21-22 
Corporate AgiPty 97 

Corporate mgjlity and resilience are bey 
requiraiiaiz* to compere successfully in 
tire ament efimare cf continuous change. 
Recognised experts and leading 
organisations gather together to examine 
how best to implement, manage and a^pat 
change for sustainable advamags. Ccntao: 

KttiCDldDStf Ri u ein gJCL Imril i yii hp 

Tel: 0181 879 3355 Fax: 0181 879 1122 
Email: bue-jenkinst&biisinesi- 
hmiligencexauk 

LONDON 

OCTOBER 22 & 23 
Com mo nw oa ltti Business Ftotum 
The Presidents of Sri Lanla and Ugroda ml 
■he Prime Ministen of Australia. Barbados. 
Canada. Malaysia. Singapore and the UK 
win address titis unique even, a rranged ori 
die eve cf the 1997 CHOGM. An eudushw 
platform to develop further trade and 
investment within tile Commonwealth. 
Confirmed speakers include senior 
Commonwealth Ministers and leading 

™!'^Mn^W62639 ,ntta,y 
Fax; +44 171 8962696/2697 
Email: saiahg@peareon-pnxcon! 

LONDON 


OCTOBER 22/23 
Understanding Treasury 
derivatives 

Course covering treasury risks A 
derivatives for hedgm^trading - Currency 
Options. FRAs, Futures. Interest rate 
swaps etc. For Corporate Treasurenftrank 
deal ers/mark cling, systems, support 
person nel/ACl Diploma candidates. 
£525 to + VA.T. 

Lywood David International Lid. 

Tel: UX 44 t0il732 463014 
Fax: UK 44 10)1732 46301 5 
e-mail: Lrambiggilywood-davidxo.uk 
LONDON 

OCTOBER 28-29 
Advances in Aslan Equity 
Management: Style Investing 
Gain indghl into various approaches to 
equity investing in Asia: learn how diems 
and consultants select, integrate, and 
evaluate managers: and discover ways to 
wil value lo your investment processes. 
Contact: AIMft in the USA 
Tel: II804J980-3668 
Fox: H804W80-3634 
Internet: http://www.arror.oig 

SINGAPORE 


Continued on page 16 


To advertise contact Vivienne Eka oh +44 171 873 3507 or Fax +44 171 873 3098 
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MARKETING / ADVERTISING / MEDIA 


Chris Powell * Ad Lib 


Abandon the defence 
of tobacco advertising 

‘Supporting the insupportable endangers the 
prospect of a fair hearing for other issues’ 


I f Vietnam fell to the 
communists, we were 
[Old. then the rest of 
south-east Asia would 
soon follow. 

With the domino theory, 
the US strategy in south- 
east Asia was simple to 
understand and easy to 
agree - after all few in the 
west cared much if Vietnam 
itself fell. 

It has been with the same 
discredited line that the 
tobacco industry has kept 
the advertising industry in 
thrall. If tobacco advertis- 
ing goes, then it will be the 
turn of alcohol, toys, foods 
and goodness knows what 
next. 

Few in agencies, except 
the direct recipients of 
tobacco money, care much 
if tobacco advertising goes, 
but plenty care about the 
rest, it is good, easily assim- 
ilated, propaganda, flawed 
only, like the Vietnam dom- 
ino theory, by being untrue. 

The truth, on the con- 
trary, is that supporting the 
insupportable endangers 
the prospect of a fair hear- 
ing for the myriad other 
issues on which it is critical 
that advertising gets a rea- 
sonable hearing. 

Abandoning the defence 
of tobacco allows all sides of 
the argument to recognise 
that tobacco is uniquely 
harmful among mainstream 
advertised products. 

If it was invented today it 
would never be allowed to 
be sold. It is only historical 
circumstance that malms ft 
impossible for governments 
to withdraw it from sale. 
But that accidental circum- 
stance provides no excuse 
for continued promotion. 

Proponents have argued 
there is no evidence that 
the advertising of tobacco 
brands increases total use, 
and they are right - there is 
no definitive evidence 
either way. in spite of many 
attempts to find it. We are, 
therefore, forced back to 
common sense and experi- 
ence. 


Any one who is alone in 
supporting his brand in the 
market longs for others to 
support theirs too in the 
knowledge that more 
brands advertising tend to 
create greater overall mar- 
ket buoyancy. 

R stands to reason 
because most advertising 
spends its energies remind- 
ing people of the pleasures 
of the category - it is the 
benefit of a cup of tea that 
the user primarily wants; 
whether it is PG or Tetley is 
only a small play on that 
central desire. 

Although regulation 
restricts, to some extent, 
what tobacco advertising 
can do. the mere act of 
advertising implies social 
acceptability. However 
much the tobacco industry 
reminds us that it only 
seeks to get brand prefer- 
ence, the aggregate of its 
activity - all our experience 
would suggest - will make 
the market more resilient 
than it would otherwise 
be. 

While there is a risk that 
any brand advertising ciga- 
rettes will encourage some- 
one to smoke, or to smoke 
more, it is better avoided. 

The cynicism induced by 
the apparent support of 
anything that makes 
money, whatever the social 
cost, weakens the power of 
our arguments in favour of 
advertising's overall bene- 
fit. Without this obstacle 

In spite of the 
constraints on 
tobacco ads, the 
mere act of 
advertising 
implies social 
acceptability 


the Industry will have more 
credibility in its advocacy 
of the role of advertising in 
stimulating innovation, 
choice and competition. 

It will also gain more sup- 
port for the Advertising 
Association's principle of 
freedom of commercial 
speech - if it Is legal to sell 
something then it should be 
legal to promote it - now 
strengthened by this unique 
exception. 

ft will, of course, be hard 
on those media and handful 
of agencies that derive 
income from tobacco. But a 
ban on tobacco advertising 
has been seen to be coming 
for a long time and all have 
made provisions for Its 
extinction. Although a ban 
on sponsorship, direct mar- 
keting and other “non-ad 
vertistng” promotions! com- 
munication looks to be 
more of a problem. 

C ontrary to what 
may be the pub- 
lic’s opinion, 
advertising agen- 
cies do not seek to advertise 
anything no matter what. 
We are advocates for our 
clients and, like a barrister, 
if we become convinced 
that the cause is not good 
then it is our duty to refuse 
to take on the task. 

Many agencies have 
refused to accept tobacco 
clients and many more 
agency staff have declined 


the opportunity to work on 
one. 

An advertising man was 
once asked whether he con- 
sidered advertising to be 
moral and he , wisely, 
answered that advertising 
was like the telephone, nei- 
ther moral nor immoral: it 
depended what It was being 
used for, and how it was 
used. 

When it is no longer used 
to promote tobacco most of 
us in advertising agencies 
wifi be happier. 

Chris Powell is chief execu- 
tive of BMP DOB 


MARKETING 


Sold to the person on hold 

Companies are playing ads to waiting telephone callers, says Richard Tomkins 


J ust when you thought you were 
learning to live with voice mall, 
a new telephonic plague is 
about to sweep the business 
world - "on-hold marketing". 
Instead of listening to soothing 
music, recorded messages or silence 
while waiting to be connected, 
people can soon expect to be bom- 
barded with telephone commercials 
promoting the goods or services of 
the company they are calling. 

In the US, it is estimated that a 
business person spends 60 hours a 
year on hold, and marketers are real- 
ising this represents an opportunity 
to sell to a captive audience. 

Until now, httle imagination has 
been applied to using this dead time. 
Most companies leave callers dan- 
gling In a void, while others offer 
well-worn tunes, such, as Green 
Sleeves, or play a message saying 
the call win be answered as soon as 
possible. Some US companies plug 
callers into a radio station. 

However, a number of US compa- 
nies are installing systems- that use 
on-hold time to promote products or 
services, to deliver information 
about special offers, or to tell callers 
about their corporate philosophy. 
Some of the cable television offices 
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of Time Warner, the US entertain- 
ment and media group, have 
installed a system supplied by Mem- 
phis-based Accurate Communica- 
tions to advertise films playing on 
Time Warner’s pay-per-view chan- 
nels. Promos Hotel, whose hotel 
c hains include Embassy Suites, uses 
a similar system to advertise its 
brands and to promote tie-ins with 
partners such as Hertz car rental. 


Ron Kirkpatrick, chairman and 
chief executive of Accurate Commu- 
nications, says up to 20 per cent of 
callers who hear an on-hold adver- 
tisement make a purchase or deri- 
sion based on the' information they 
hear. “We're turning the hold button 
into the sold button,*’ he says. 

That is a bold claim- But the Rio 
Bravo restaurant chain, part of the 
Appleby’s International group, says 


its on-hold marketing system is mak- 
ing a difference. “We ve noticed that 
we’re getting more inquiries about 
the features we are announ ^S r ®^ 
the phone, such as group 
and gift certificates, says Can 
Pirello. director of marketing. 

Although an-hold marketing ma_ 
be criticised as yet another intrusion 
of commercialism into people s 
the accompanying technology has 
opened up interesting pos^Oiues 

Traditional message systems use 
continuous loop tape players con- 
nected to companies telephone 
systems. But Accurate Communica- 
tions mixes tapes in its studios, then 
downloads them into digital receiv- 
ers in its customers telephone 
systems, enabling companies to 
change their messages m minutes 
of waiting for a new tape. 

Mr Kirkpatrick says this has 
attracted the emergency services, 
which are becoming overwhelmed 

with calls from people with cellular 
phones when there are traffic acci- 
dents or fires. Accurate Communica- 
tions is working on an on-hold sys- 
tem that would tell callers when 
such incidents bad already been 
reported, leaving dispatchers free to 
deal with other incidents. 


VIDEO 


HIT tries to woo parents weary of US hype 


H IT Entertainment, the 
UK-based children's tele- 
- vision programme distrib- 
utor and co-production 
financier, is challeng in g ; the market 
dominance of Disney with the 
launch of its own video distribution 
label this week. But it is adopting a 
different marketing approach to oth- 
ers in the industry in an attempt to 
woo British parents wearied by US- 
style hype. 

The British video business has 
grown sharply in the past decade 
with UK retail sales up from £55m in 
1986 to £8Q3m ($L27bn) last year. The 
children’s sector is dominated by 
Disney-owned Buena Vista Home 
Video which has a 59 per cent share 
of sales. Its rivals are BBC and Poly- 
gram, each with a 9 per cent market 
share, and VCI with 6 per cent. 

To be successful, HIT will have to 
challenge these nmnpanies head-on. 
Although an established name in the 
TV business and in the-. City, HIT is 
barely known by British consumers. 
The UK market’s growth has been 


driven by the Increased supply of 
cheap, Asian produce d an imation 
and price discounts. In HTTs favour, 
however, is its production record. 
The company has been involved, in 
many successful series including 
Shakespeare : The Animated Tales, 
and Wind m the Widows. It also has 
a catalogue of more than 1,000 hours 
Of prog ramming . "Our productions 
are the meat and potatoes of little 
England,” claims Peter Orton, HIT 
managing direc tor. “We would like 
to think of HIT as a mini-Disney but 
o ne th at is European-based.” 

HIT'S reputafiatt_for quality pro- 
duction values and Its British ori- 
gins wiH therefore be Important to 
the consumer launch of its Enter- 
tainment video range. “Research 
shows growing concern amongst 
parents about the availability of' 
good quality and British material," 
says Graham Swales, HIT video sales 
and marketing director. 

However, he adds, the company is 
wary of a hard sell approach. The 
goal is to establish HIT as “a quality 


m 



Percy the Park-keeper, one of EOT 
Entertainment's new characters 

guarantee mark” among consumers. 
“The marketing strategy will be to 
let the quality of individual produc- 
tions sell the HTT brand - an 
approach likely to take up to three 
years. We have to earn respect” 

So. branding on the first six titles 
will be discreet and gradually 
increased in coming months; adver- 


tising will initially be restricted to 
individual video releases rather than 
a generic campaign. 

Mr Orton believes HIT can take a 
longer term view because of the 
nature of its business. It has moved 
from simply distributing pro- 
grammes owned by third parties 
towards owning multimedia rights 
to programmes. “As our business 
developed, we started to find authors 
and rights owners coming to us.” he 
says. “We started to option proper- 
ties, raising the money to make 
thi*Tn and holding on to the rights.” 

To further exploit these rights. 
HTT needed to establish its own dis- 
tribution channels - the video labeL 
The next step will be a licensing and 
merchandising operation to be 
launched next year. 

By increasing its consumer pres- 
ence, Mr Orton hopes by the end of 
the decade HIT can be one of the top 
three labels in the market 


Meg Carter 


CONFERENCES & EXHIBITIONS 


“HONG KONG: DRIVING ASIA 9 S BUSINESS FUTURE " 
Queen Elizabeth II Conference Centre, London 
Wednesday 22 October 1997 

Hong Kong has always been a springboard for British business in the Asia- 
Pacific region. The territory is the UK’s second largest market in Asia and a 
leading conduit for British and international investment. The UK has a 
significant commercial presence in Hong Kong and continues to participate 
actively in its economic development. 

Just over 100 days after the handover a distinguished group of business leaders 
from Hong Kong will examine die latest developments and opportunities at (his 
high level conference. As well as providing an economic overview the event 
will focus on Hong Kong as 

* a market for financial services 

* a regional centre for sourcing, distribution and marketing 

* an important centre for the region’s massive infrastructural 
development 

Speakers are all coming from Hong Kong. They include 

Dr. Victor Fung, Chairman, Hong Kong Trade Development Council (HKTDQ 
Mr. Peter Sutch. Chairman, John Swire & Sons (Hong Kong) Ltd 
Mr. Zhu Xiaohua, Chairman, China Everbright Holdings Co Ltd. 

Mr. Vincent Cheng, Executive Director, Hongkong and Shanghai Banking 
Corporation Ltd; 

Mr. Hans Michael Jebsen, Managing Director. Jebsen & Co Ltd 
Mr. Martin Hadaway, Executive Director, Gammon Construction Ltd 

The participation fee includes lunch and is £98 (VAT inc.) For registration or 
further details please contact Karen Johnson at the address below: 



Hong Kong Trade Development Council 

Ground Floor, Swire House, 59 Buckingham Gate, London SW1E 6AJ 
Tel: 0171 82 8 1661 Fax: 0171 82 8 9976 
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Privatising The World’s Pensions 

October l<» - I 7 . l‘W7 • Washington. DC 


What will happen to the investment community within the next 
few years as countries privatise their pension programmes? Join 
the world’s foremost experts In financial management, policy and 
analysis in capital m arket s and pension programmes and examine: 

• Privatisation Models 
• Capitol markets' emerging opportunities 
• Preconditions to reform 
• Financing the implementation and transition 
* Reform's impact on savings 
• Selling privatisation to the government and public 

Keynote speaker: Peter G. Peterson 
Chairman, Tbe Blacfcstone Group & 

Farmer Secretary of Commerce 
To register, contact White Boose Weekly 
US Tel + 1. 202. 662. 9719 Fax + 1. 202. 662. 9719 
E-Mail: BngBmmBdngpB b B ihhgffl HB 
URL: www.kMjgpublishing.coni 


Utility Congress - 
Winning the Revolution 

An opportunity you cannot 
aflon] to miss 
Aimed at senior executives of 
world-wide utility companies and 
their business partners, the two 
day congress and exhibition will 
cover subjects including - a 
financial views of liberalisation and 
competition, company mergers, 
branding, infrastructure, doing 
business overseas, 
communicating with stakehoJdare 
and IT. controversial utility issues 
wiB be discussed in separate 
seminars. 

Tel: +44 (0) 181 652 3818 

Brighton Centre, UK 


Fairpiace'S October Courses 

- trtioductkxttDthaCftyE, 
Rnaxate Markets 

- Corporate CrecB Analyses 
LEnrtl&O 

IrdkwinlfjTJlnl T#Kwtn 

- rnnxy rmnaDonai maoB 

• Cashflow Analysis 

• UnderstancSng Derivatives 

- Undastandng Company 
Reports and Accounts 

• Introduction to Corporate Finance 

• Making Effective Presentations 

• Introduction to Leasing 

• FtrtanciteMarfwteMatherraics 

Fcrltftwrrt on riafloncnourOpm 

orT&tared Courses 

Contact Fanplace 

■W-.0171 6884112 

Fax: 0171 6284113 

web: httpsWvwKfelrpiacscam 

BnafcGtebplao&com 

London 


NOVEMBER 4-5 
Unking the Balanced 
Scorecard to Strategy 
Too often die Balanced Scorecard 
framework b treated in isolation from 
Strategic objectives. This co nfe rence win 
enable you to develop a balanced 
Scorecard framework that supports ibe 
su x ea fa l iny te inrrrt H ti oo of gtaregy. 
Contact Kate Jenkins at Business 
ImeHigoKeTefcOigi 879 3353 
Fee 0181 879 1122 

EnnkltjBkfcHfltuifc»>fa a j|Bn cB oaiidi 

LONDON 

NOVEMBER 6 
EVA 

This sem inar taddes tbe key issues 6scmjj 
companies in implementing Economic 
Wine Added (EVA) - the tfa 


NOVEMBER 13-14 
The Finance Scorecard 

This e o o fciCK C examines ways in winch 

senior finance executives can, by using 

the scorecard approach, add value bo the 

busniess, inqxove then own productiv i ty 

and demonstrate their contribution wnh 

tangible performance incficatacs. 

Contact Kate Jenkins at Business 
Intelligence Tel: 0181 879 3355 Fax: 
01818791122 

' LONDON 
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Invest in Cote d’Ivoire 

25-28 November 1997, Abidjan, Hotel Ivoire 
Cote d’Ivoire offers: 

• Proposals for privatisation of airline, public transport, etectrietty, petrochemical and other companies. 

[ • DOT (Build Operate Transfer) projects such as bridges, an exhibition park, an urban railway system, etc 

• Industrial cooperation and opportunities in the agro-food, tourism and other sectors. 

| • Supportive euviroiuniTit & attractive industrial innsiUvea 

• Preferential access to UEMOA and ECOWAS markets. 

Meet your potential Ivorian partners to discuss business cooperation including joint-ventures and the 
establishment of wholly fondgn-owmed enterprises. 

UNIDO For farther information please contact CEFIQ 

Director of Investment Services Centre for Promotion 

FO Box 3®, A-1400, Vienna. Austria of Investment tn COte d’Ivoire 

Tet (431) 211315170 or M4 BP. V 152 

Fare (431) 211316806 or 6808 Abidjan 01, Cfltt d'Ivoire 

E-uuft AfricainvesDiiuildoxug Tek (225) 21 40 70 

Intern eC HjK//wvrw/unldouorg/wins> Pxc (225) 21 M 71 


Next UN1PO investors' Forum In Africa: March 1998. Conakry, Guinea 


shareholder 

why appro** wtodi cm raise business 
performance by identifying and 
maximising the key wealth creating 
activities within an organisation. Joel 
Shun, the world reepgnfied authority on 
EVA. oaduKfi me practical saps towards 
integrating EVA buo iWJrctRiqswy. 
Contact Stare Jenkins at Business 
haeflmcnjelbl: 0181 879 335S 
Fax: 0181 879 1122 

EnuifckmiJagttaflfcnifa MB t t g p ciadi 

LONDON 


Creating the Productive 

Workplace 


theorganbaflonteandphyged 

meregBrr^oflhevrosWng 

envtanmerflwi address the 
annual Waritplaoe CkmifcrtFbnmi 
conference-lhe first on ttwlffle 
topic to be held m the UK, 
Undemtend^theiOTot^^ 
changes In wattng patterns, 
wohplace design and new irays 
of measuring productivity b office! 
to productivity. 

Tel/Fax 0181 731 8280 

Website: 

WBW/treespacavif^nji^jpetef. 

nisseOl/BbeNmhtiii 

London 


MfarfcpUc* Comfort Forum 


NOVEMBERS 
Marketing Week presents 
’’The Commercial hnpfcations 
of Scottish Devolution for the 
Media Industry 
Donald Dewar, Secretary of Stare for 
Scotland and Andrew NeO. CKef Ediior, 
Tbe Scotsman head an expert panel Of 


now and how it will chaqgc. 

Ptesisc pbtxie OlWer HamjOrt oa 
0171 434 3711 

LONDON 

NOVEMBER 4 
TTw Social Chapter 

A thorough review of the background to 
and legal and practical implications of 
the Soda! Chapter on UK organisations. 
Speakers: Olga. Atkin CBE, LLB, FEPD, 

■ Alan Wild FIFO. 

Contact: Alison Williams at 

The Industrial Society 

.TeL-0171 479 1000 Fax: 0171 479 1 1ll 

LONDON 


the TAei pica 

Global Pricing Congruc '97 

10-12 November 1W7 

Hotel IntnoMfmiiBl Gahov, {^ub^ 


experts - regulators, operators, 
innovators and analysis -to 
present their views on haw new 


impact on the figure of 
telecommunication 
Hear from the FCC, RU, KDD, 
AT&T, Concert, Telstra, 
WbridCom, HongKbng Telecom 
and more. 

FbrhiBMi Infcjfmaaon please 
contact AfconHayWnat 
PhiipsOrTTdcom Co nte tfto gs 

on 444 (0)14387422© 


Geneva 


Opportunities in 
Portuguese Martels 

PWJOars economic prepare art 
capte* mariutedBieiapnMra lias 
trougra bid gw asm 
International ftrts, termtonwinrtteia 
and I’aamafknd bustess. THa 
cerfawincB,toto.opBnBdb|i'H6 Aitfrio 
Gusmnfttno Mktetre rtepufcfcof 
Portmat. uHl Inwtefl O Hitnm B ' a 
dfcfete, Isay mafcstpartfc«»fe and 
tereskwh »i awmteation ratio 
buafewsa, flnanw axl kwostmert 
cpporti rttoaainrara ii a . 

Other coritorwd wwahara indudo 
Aueuteo Msteua. fcWster of Economy; 
RapjbfcofPuiugra.Anl5r*)dBSoiBH, 
Govomra; Banenda Portugal, aid Hera 
Gant, Okwaor far Monetary Mattes. 
European OornTfa io n. 
ContaxiaBaAduAropoTB. 
Emmonsy CtttiarenoBs 
Til 4441717708708 
foe *44 171 7788695 


Customer Loyalty Forara 

Concentrating on the importance 
of creating customer value 
resulting in tang-tarm customer 
relationships and enhanced 
competitive advantage. 

This high-level event tor Senior 
Executives wfll focus on the 
issues encompassing Relationship 
Management as wed as Customer 
toyatty. Keynote speakers include: 
Professor Adrian Payne, 

Cranfleld University, 

School of Management 
Frederick Rdchheld 
Bain & Co. 

EnquhteC State CaraMe , CMS pic 
Tat +44 ( 0)171233 0288 
fine 444 ( 0)171 222 8792 


London 


NOVEMBER 28 
Innovative Marketing 
Solutions ' 

Tbe 2nd Anmnl AJME fmetnatfcmal . 
Marketing Symposium One day 
p roprawme tor hderaaOt— i m ar keting 
profrasioaais wti demonstmte CTtetiw 
approariics to ia da a trtal flod b oi r n rra - 
MmdooK nutaeliDgi 


For further rafonnatitt contact Anne-. 
Marie DeRbcity at Monadnock 
International Llmhed Tel 0181*871 
2346 Fax 0181 871 3866 e-mail: 
■ m hd gw IflC iDamdnodt ram i: 

City Coaferef>« Ctertre - LONDON 


DECEMBER 9-10 

Th* n«w world of relationship 

management In bonUng: 

««aMng «due together with 
your customers 

A 2 day conference on relationship 
management for banking executives and 
corporate treasurers with Chase 
M iln h l rtl1 * Lloyd's of London. Solvav. 
ABN AMRO. Barclays Bank and 

rthm. OtiSMattegenenrCbtfreEurape’ 
Teh0032JL543J:i^Z 
Fix: (XL3ZJL543J4.14 
_ L ONDON 

MARCH 30 -APRIL 2 1998 
EU-Wasi & central African 
Mining Forum - MINES *98 

Organised by (he European 
Commission and ECOWAS. 100-150 
mining projects to be preacmcd. Private 
one-to-one business meetings to be 
programmed, European. Australian, 
Canadian, South African and lls 
companies are invited io apply. 

Craitacc Mem Sofas Ltd 
tel: + 44 - 181 - 688-5535 

fas +44-1 81-688-4005 
.e-oi^.metto^ghdsdaeLetMik 

Accra. GHANA 


For Language Courses refer to page 24 
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MARKETING / ADVERTISING / MEDIA 


CINEMA 


Web Site of the Week 


British film makers battle to 
avoid ‘cult movie’ label 

Rawsthom on the bid to persuade filmgoers new releases are mainstre am 


Latest information 
for aid agencies 


1%". -^IT o sooner had the jornnal- 
. | \ | fete at last month’s Edin- 
; burgh FShn Festival inter- 
vie wed the stars of one 
British picture due out this au tumn , 
thecastof another was wheedled out 
before them. 

; Scans3of British, films, the legacy 
: of fife recent revival in the UKfflm 
; /-lqddrtry»-are scheduled to go on 
saneen .oyer the next few weeks. 
Competition for rinMna screens is 
intense, and. the battle to persuade 
filmgoers to. see those ffopB will be 
/even tougher. 

; The principal weapon with which 
the . producers and. -distributors of the 
new; wave of British pictures can dis- 
tinguish their pictures from all the 
other releases Is promotion, strate- 
gies vary widely from project to pnjj- 
act,, but a common goal is trying to 
prevent the films from being rele- 
gated to the role of quirky cult pio 
times by attracting a wider audience. 

. One ,-fihn that se ems tailor-made 
for the “cult” tag is Face, a gritty 
thriller set in the London tmder- 
; world, directed by Antonia Bird. 

. who made the critically-acclaimed 
' Priest Face stars the hot Scottish 
actor, Robert Carlyle, with Damon 
Albam. lead singer of Blur, in a sup- 
porting iple. 

7 flatted International Pictures, its 
US-owned T7K distributor, is con- 
vinced that Face can cross over into 
the mainstream market like Train- 
spotting and Pulp Fiction. It origi- 
nally planned to launch the film last 
Friday, but delayed it for a week to 
avoid competition from Mike Leigh's 
Career Girls and the Hollywood hit, 

' IJ 4y Best Friend’s Wedding. 

. Face will open this Friday at 120 
cinemas across the UK, ter fewer 
than. the 350-plus screens comman- 
deered for Hollywood blockbusters, 
hut considerably more than the 20 to 
30 typical of well-reviewed art films 
maBriest. 

. We've gone .for multiplexes and 
Mg. theatres like the Empire Lelces- 
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Wilde poster a simple monochrome image 


ter Square," says Ken Green, UIPs 
marketing director. “This isn’t an 
art house movie.** 

The cast of Face went to the Edin- 
burgh Festival to conduct press and 
television interviews. UIP also 
arranged previews of the film with 
Radio l and The Sun newspaper to 
drum up word-of-mouth support. 
Similarly, it has raised awareness of 
Face among the target audience of 


students and under-25s by giving 
away 500,000 promotional postcards 
at pop festivals, clubs and concerts 
throughout the summer. 

The producers of Wilde, the film of 
the life of playwright Oscar Wilde, 
directed by Brian Gilbert and star- 
ring Stephen Fry and Jude Law, are 
equally anxious to prevent their 
movie from telling into the “cult” 
category. But they are going about it 


very differently. Rather than opting 
for a wide release, Samuelson Films, 
which produced Wilde, and Poly- 
Gram, its UK distributor, will open it 
on just 16 screens (12 of which are in 
London) on October 17. They than 
plan to extend the picture to more 
cinemas as favourable reports of it 
spread. 

“This is a word-of-mouth film , a pfl 
we've got to give people time to read 
the reviews and start discussing it,” 
says Marc Samuelson, co-producer. 
“We mustn’t move too quickly, it’ll 
need a week or two to percolate." 

Samuelson and Poly Gram know 
that Wilde is bound to attract a core 
audience of Oscar Wilde fans, mostly 
gay men and literary' buffo, but they 
are convinced that It could have a 
broader appeal and have tailored the 
publicity accordingly. 

The promotional poster and adver- 
tising will feature a simple, mono- 
chrome image of Stephen Fry along- 
side glowing reviews. 

“We wanted a clean feel, to sug- 
gest that this is a film with a mod- 
em message,” says Mr Samuelson. 
“We didn't want anything too fussy, 
or obviously Victorian." 

Wilde made its debut in Edin- 
burgh. before moving on to the 
Venice Film Festival. The Wilde 
cast, like the Face team, did dozens 
of interviews at Edinburgh, but they 
will also conduct promotional events 
in five provincial cities, including 
Manchester and Newcastle, as well 
as in London. The film should bene- 
fit from the publicity generated by 
Stephen Fry, who has written about 
his role in the New Yorker, and will 
shortly publish his autobiography. 

Meanwhile, PolyGram intends to 
spend £300,000 ($477,000) publicising 
Wilde, but may invest mare if the 
film takes off. 'That's the benefit of 
having a partner with deep pockets.” 
says Mr Samuelson. “If the response 
to Wilde is as good as we’re hoping, 
PolyGram can afford to make the 
most of it” 
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AlertNet: a new venture for the Reuter Foundation, charitable arm of the news agency 


F or field workers of 
emergency relief 
agencies, a lack of 
accurate and timely 
information about what is 
happening on the ground is 
an even worse headache 
than having a fiat tyre on 
the Land Rover or a dead 
battery on the Sat Phone. 

The Reuter Foundation, 
the charitable arm of the 
international news agency, 
hopes its new venture. 
Alert Net. can go some way 
to helping relief organisa- 
tions get and share informa- 
tion that can mak e a real 
difference to their work. 

AlertNet has been 
planned for a year. Stephen 
Somerville, director of the 
Reuter Foundation, rails it 
a “professional partnership" 
between Reuters and the 
international emergency 
relief co mmuni ty, which 

will harness Reuters’ tradi- 
tional strengths in news 
gathering and communica- 
tions technologies. 

The web site (tmma.aleri- 
net.org > allows aid agencies 
to communicate with each 
other, with other experts 
and with the public. 

About 20 relief agencies 
have signed up as partners. 
Mr Somerville hopes that 
number win increase to 50 
by the end of this year. 

Although that might 
seem small in terms of the 
overall number of agencies 
- for example, the Euro- 
pean Commission on 


PRODUCT PLACEMENT 


Accountancy firm makes big-screen debut 


I t is a long way from A 
Star is Bom, but lead- 
ing accountancy firm 
KPMG makes its big- 
sereen debut next month. Its 
cameo is in the penultimate 
scene of the film Shooting 
Fish, a com edy about two 
con artiste. KPMG appears 
for just over ten seconds as 
the sponsor of a horse 
race.. 

.For fashion designers, 
jewellers, car manufactur- 
ers, and food and drink 
brands, the advantage of 
linking their product with 
glamorous film stars is 
dear. It is less obvious that 
filmgoers will be turn ed in to 
clients by seeing the KPMG 
brand in the background. 

David Murrell, marketing 
partner at the accountancy 


KPMG starts to use 
brand marketing in films, 
writes Alison Smith 


firm, says the product place- 
ment initiative in a number 
of films, including The Sea 
Change which is due to open 
in the spring, should be seen 
as a small element in 
KPMG’s worldwide brand- 
ing exercise. “This is like 
the tip of the iceberg - it’s a 
fraction of the whole but it’s 
very visible. It makes our 
staff feel good.” 

Product placement in UK 
films is in its infancy, per- 
haps because companies are 
not allowed to pay for plac- 
ing products in television 
programmes. 


Alex Gnlland of EM, a 
division of ad agency Howell 
Henry Chaldecott Lory, has 
been struck by bow few 
British producers are aware 
of the Idea of using the 
money from product place- 
ment to improve their films. 

One company that is 
aware is Winchester Produc- 
tions, behind both films that 
feature KPMG. Gary Smith, 
chairman, says: “For every 
one of onr films we have a 
marketing plan. It’s com- 
mon practice in other line of 
business, but it’s not com- 
mon in the film industry.” 


KPMG has benefited bom 
not being in a crowded mar- 
ket and has secured place- 
ments relatively cheaply. 

But it has still been a long 
haul since the firm 
appointed EM in the sum- 
mer of last year. Its hopes of 
featuring in the forthcoming 
James Bond film Tomorrow 
Never Dies (as an ad on the 
side of a New York bus) 
ended on the cutting room 
floor, while its brief appear- 
ance on the side of a mug in 
Mr Bean, was so blurred as 
not to count 

“We were a just a day too 
late getting the right inter- 
national, KPMG mug to the 
shooting of Mr Bean," says 
Mr Murrell. 

Clearly, the scope for 
heartache is as great for 


potential advertisers as it is 
for other Hollywood hope- 
fuls. 


Humanitarian Organisa- 
tions funds about 170 relief 
organisations - Mr Somer- 
ville stresses that AlertNet 
membership is based on a 
commitment to sharing 
information. Membership is 
free provided the organisa- 
tions contribute details of 
their aid activities and 
update that information at 
least once a month. 

The service sees itself as 
complementing existing 
sites such as the United 
Nations' Relief Web 
0 www.reliefweb.int ). but 
adding the extra dimension 
of news and editorial back- 
ground information pro- 
vided by Reuters. 

AlertNet has a private 
zone - password protected 
for member organisations — 
where confidential informa- 
tion can be exchanged, and 
a public area for general 
information about crisis 
lines, government state- 
ments, travel advisories and 
appeal details. 

A reference area includes 
material on more than 60 
countries, as well as a diary 
of forthcoming events and 
announcements, conference 
and seminar information. 

Christopher Besse, one of 
the founder members of 
Merlin, which sends rapid 
response teams of medical 
and support staff to disaster 
areas, praises the initiative, 
and says it is only the 
begining. “It wifi become 
more valuable the more 


people join," he says, 
emphasising the value of 
effective information to his 
organisation. “If you don’t 
do your homework, you can 
end up doing more harm 
than good.” 

Another founder member 
organisation is Oxfam, 
whose participation Mr 
Somerville saw as a vote of 
confidence In the service. 

Maurice Herson of Oxfam 
said: “AlertNet has got the 
idea of why we need to com- 
municate." He believes that 
the service would prove 
valuable to field workers. 


T hat is echoed by 
Mark McKeown of 
Children's Aid 
Direct, who says: 
“Rumour is very often the 
only currency in a lot of the 
countries where we work." 

The AlertNet site is main- 
tained by a dedicated Reu- 
ters editorial team in Lon- 
don. which updates news 
items from the regions 
under the spotlight A com- 
puterised filter will also 
search Reuters' wire lor the 
latest articles with disaster- 
related keywords. But, as 
Mr Somerville says, there is 
always the possibility a 
computer could pick a story 
about a “landslide" victory 
in an election. 
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The case of the invisible ink 
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Unless . you 
are n. . US 
trademark 
lawyer, the 
chances are 
that the 
names Oppe- 
dahl and Lar- 
son will mean 
nothing to you. But this law 
firm, based in Frisco, Colo- 
rado; has Initiated a court 
case that has caused panic to 
thousands of owners of web 



The background to the 
lawsuit te that many people 
who are-looking for informa- 
tion cm the internet start by 
consulting a search engine ~ 
a service, usually free, that 
■ offers a database of millions 
of web pages. By typing in a 
string of words i users can 
see a list of pages that -con- 
tain - some or all of . those 
vfotds. 

The trouble is that the 
there presence of a set of 
words in the page text is not 
enough .to guarantee that a 
Page listed as a ‘hit’ by the 
search engine will be one 
. that the user wants to see, 

. .This, is partly because 
inost users pick their search 
. requests carelessly, but also 
because search engine tech- 
nology' is in. its infancy. 

- Indexing - natural- language 
text is. a subtle business: 
often the word, that best 
describes what a set of text 
fe about 'may not appear in 
the text itself. 

In response to these diffi- 
odtiea, most seawh engines 
allow web. site owners to 
specify; a: set of “keywords" 
hetacribiug . what each web 
Pagn is really about. The 
keywords- are ; embedded in 
the' sfeb page, as “meta-tags" 
Whidfa donotihqw up on.the 
screen when.- the page is 


viewed, but which the 
search engines can use for 
indexing purposes. 

Human nature being what 
it is, many site owners use 
keywords as a form of adver- 
tising. Instead of simply 
offering a dry topic list in 
the keyword meta-tag, site 
owners often stuff the tag 
with strings of words of 
dubious relevance which 
wifi simply attract passing 
traffic. 

One ggtrame example is of 
pomographers who have 
used the word *Mir' in their 
meta-tags because they 
know that millions of inter- 
net users have been search- 
ing for pages on the Russian 
space station. 

But there are also legiti- 
mate publishers who want to 
maximise the chances of 
their web site appearing in 
the first page of search 
engine hits, and who play 
around with meta-tags to do 
so. 

And so to the Oppedahl 
and Larson, case. Two 
months ago. this Colorado 
law firm sued a handful of 
web site owners, who had 
inserted its name into their 
meta-tags. Although none of 
the site owners were compet- 
ing law. firms, the pl ain t iff 
complained that this use of 
its name as a keyword con- 
stituted unfair competition, 
dilution and trademark 
infr ingement. 

The case is made complex 
by the fact that Texas, where 
some of the defendant site 
owners are based, does not 
recognise the names of law 
.firms as trademarks. It is. 
also tempting to view the 
lawsuit parily as" a publicity 
stunt, because the plaintiff 
has- a strong interest in 
being involved in a land- 


mark case that touches on 
exactly its area of expertise. 

Initial reactions to the 
case have been favourable to 
the plain tiff, in an article in 
the Wall Street Journal that 
described meta-tags as 
“Invisible ink” and the act of 
manipulating them as a 
“lure", a professor from the 
University of California at 
San Francisco was quoted as 
describing the practice as 
"like putting up a big sign 
on the freeway that says 
Exxon, but that’s not what 
you find once you get there". 

The case has also blazed 
the trail for other plaintiffs 
Playboy Enterprises won an 
injunction earlier this month 
from a San Francisco judge 
against another web site 
that used the words “play- 
boy” and "playmate" in 
m eta-tags - 

But the nub of the issue is 
straight forward. Oppedahl 
and claims that the 

use of its name in keywords 
is “misleading”, "likely to 
cause confusion and mis- 
take, and to deceive the pub- 
lic into believing falsely that 
defendants’ web pages are 
connected with and/or spon- 
sored or authorised by” the 
firm 

It also asserts that the 
defendants are “misleading 
the pub He into believing that. 
their services are connected 
with” the law firm’s busi- 
ness. 

To anyone who uses 
search engines regularly, an 
these assertions may seem 
somewhat fanciful. When 
you type a string of words 
into AltaVista, Lycos, 
Yahoo! or Excite, you. expect 
to see many pages listed that 
have no relevance to the 
subject that interests yon. 
Merely appearing on a list 


does no more to create the 
impression of an association 
or business connection than 
appearing on the same page 
in the telephone directory. 

Of course, web site owners 
could get themselves into 
hot water if they gave their 
pages misleading titles that 
would encourage surfers 
looking for someone else’s 
trademark to choose them 
from the list. Still more dubi- 
ous would be the use of a 
domain name similar to the 
trademark of a competitor. 

But the idea that key- 
words alone can create a 
false belief of connection, 
and can thus open up a 
claim for trademark dilution : 
or unfair competition is 
arguable. The claim that it is 
misleading may be hard to 
sustain given that the casual 
surfer never even sees the 
offending words. If and when 
any of these cases get to 
trial, the p laintiff s may 
therefore find it bard to 
prove their point 

Zn any case, the internet 
moves tester than the legal 
system. The search engines 
are continually improving 
their software, and the crude 
use of multiple keywords is 
unlikely to win site owners a 
high place in the relevance 
rankings. 

What is mare, the internet 
offers plaintiffs a better rem- 
edy than the courts. By com- 
plaining of their competi- 
tors’ meta-tag manipulation 
to the search engines, they 
can assure that the offend- 
ing pages are struck off the 
database altogether - a pen- 
alty that no judge would 
have the authority to 
impose. 
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BUSINESS TRAVEL 


Travel Update * 
Cash advances 

German coarpanies are 
Europe's meanest when it 
comes to providing 
craveUing executives with 
cash advances, says a 
survey from Visa, the h^ tit 
card association. Next come 
companies in Britain, where 
S2 per cent of business 
travellers claim they have to 
pay expenses oq the road 
with their personal cards. 
Spanish and Italian 
companies emerge as the 
most relaxed. Around 
two-thirds of their travelling 
employees say they get 
money up front The Hip 
side is that UK companies 


Bray 


are quickest to reimburse 
expenses, taking an average 
of 12 days. 

Atlanta to Tokyo 

Delta, the major US airline, 
is seeking approval from 
Washington to fly non-stop 
between Atlanta and Tokyo. 
It also wants to start 
services from Portland, 
Oregon, to Osaka and 
Fukuoka. But it will stand 
no chance unless OS 
officials succeed in their 
continuing efforts to 
negotiate a more liberal air 
agreement with Japan. The 
latest round of talks was 


scheduled to take place flu* 
week. Delta complains that 
under the present regime ft 
cannot o/iup e te egei3ive ty 
with Prated, Nor thw e st anti 
Japan Airfares, ft already 
flies between Portland and 
Tokyo but the existing 
bilateral agre e me nt docs 
not allow H to operate these 
from Aflania. 

Currency card 

A group of some 250 
independent UK business 
travel agents is about to 
offer customers a prepaid 
currency card. Companies 
will beaWe to toad the cards 
with money, allowing 
travelling executives to 

draw funds at cashpoints 


provided by Citibank, 
(Sticorp and associated 


Maputo City. The World 
Health Organisation says 
the first eases were 
cfiagnosed about a month 


reported by the start of this 
month. Efforts to stamp oni 


members of the Advantage 
consortium, set up to 
compete with combined 
muscle against tbe big 
chains. The card is produced 
by Visa TraveDUoney, A 
broadly similar scheme is 
befog piloted at some 
Thomas Cook shops. 

Cholera alert 

An oattrreafc of cbofera has 
been confirmed in the 


mprownwit of water 
supply services and 

sarataiJon. These are the 
first cases of chains 


mfd-1994. 

Nampng Hilton 

Hilton International wiB 
ope® a 562-room hotel next 
month to Nanjing, capital of 
China's Jfcmgsa Province 
and an important 


and oil refining centre. The 
38-store y propearty is 10 
urinates from the centre of 


the city and half an hoar 
fixHBitsnewintenHfioaal 


horns* drive to the 
east Conference fiarifitfes 
win include a baBroora, 

which can be divided krto 
three and will accommodate 
up to 1,200 geests. 

Oslo air link 

taw-cost Irish afrifeK 


services between tondoo 
and Oslo op November 3. 
Fares wfll start at £99 ($1S7) 
return, phw tar. The afrffeoe 
wifi By twice a day from 
Stausted to Torp Airport at 
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Ticket variation 

Charles Batchelor on Elgar, a system that 
will improve long-distance rail bookings 
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soon be aide to bay a 
UK or long-djstance 
European rail ticket from 
their local travel agent just 
as easily as an airline ticket. 

The obsolete technology 
that hats prevented the 
majority of travel agents 
from selling rail tickets is 
about to make way for a Sys- 
tran that shook! encourage 
increased raff travel 

Eurostar, the company 
that runs high-speed trains 
through the Channel tunnel 
between London. Paris and 
Brussels, last week launched 
a new ticket distribution sys- 
tem called Elgar. Thfc can 
plug into the main global 
ticketing systems such as 
Galileo. Sabre, WorMtspan 
and Amadeus, winch are 
used by the airlines. 

Elgar has been designed 
primarily to boost sales of 
Eurostar tickets and off bfin- 
eoftmeeting international 
journeys. But from the end 
of this year ft will be able to 
handle sales of domestic UK 
rail tickets. 

In the past sales of rail 
tickets in the UK have been 
complicated by the need for 
travel agents to have a spe- 
cialised system, known as 
tribute, originally designed 
by British Raff. This system 

can sefl only raff tickets. 

Unless the travel agent 
was one of the minority to 
have Tribute installed, trav- 
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eHers seeking to boy a Euro- 
star ticket bad to go to a rail 
station or phone Eurastar's 
telesales office. They would 
then have to wait for the 
ticket in the post or pick it 
up on departure. 

Eurastar's original manag- 
ers were working on an 
improved system far selhng 
tickets but the arrival last 
year of a marke ting team 
from Virgin Atlantic Air- 
ways speeded up changes. 

“No matte r how comfort- 
able the seate cn your trains 
or bow fast the connections. 

if cu s tomers can’t boy a 
ticket then you might as 
wen not bother/* says Ham- 
jab Taylor, m ana g ing direc- 
tor of Enrostar UK. 

Making it easier to buy 




Ear os tar tickets should 
increase pressure on the atr- 
lines. E or os tar already 
claims 6b per cent of the 
London- Paris market and 
4045 per cent of the Loodoo- 
Brtzssels market. 

By linking Elgar into the 
global ticket distribution 
systems, with hundreds of 
thousands of terminals 
worldwide. Eurostar has 
made it possible for overseas 
travellers to book tickets 
through local travel agents. 

Travel agents such as 
James Myles, managing 
director of London-based 
Protravel, welcome the con- 
venience of Elgar, partly far 
its ability to handle domes ti c 
ticket sales as well as those 
of Eurostar. 
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artistic SfMendour, from 1565 to 
1609/ aid Jodudee loans from ■' 
museums in Berlin. Vienna. 
Dresderiand Paris. • 


LONDON 

The British Museum's 
contribution to the tercentenary 
of William Hogarth is a study of 


toe artist; from witty satirist to 
stem moralist The exhibition 
opens on Friday. 

Peter HaH (left) directs his first 
King Lear, with Alan 
Howard (right) in the 
title role, it opens at 
the Old Vic this 
Wednesday: 

London's third 
Lear this year. 

Caryf ChurchflPs 
Blue Heart- 
perhaps the most 
acclaimed theatrical 
event of : the 1997 
Edinburgh Festival - 
opens at the Royal Court's 
Theatre Downstairs tomorrow 
night Max Stafford-dark directs. 

WASHINGTON 

The fist retrospective of Thomas 


inis 

f oremo st US landscape artists, 
win be on view at the National 
Gallery of Art from Sunday, ft 
features 100 watercolours 
and oil paintings! 
including some 
rarefy-axhftjtted 

English scenes 
andtttie- 
known pre-- 
Raphaefite- 
styie ' _ 
landscapes. 

PARIS 

BobWteon’s 
Marguerite Duras 
show. La MabeSe de 
la mart, is the first big 
event in this year’s Festival 
d’Automne. it opens at Bobtgny 
tomorrow and runs for a month. 
The rest of the festival 



emphasis, with examples of NO 
and Kabuki theatre, end. a . 

Takemitsu retrospective. . 

The first new production of the 
season at the Opdra. BasSSe is 
Turandot, opening tonight 
James Canton conducts a 
staging by Francesca Zambeflo, 
with Sharon Sweet as the toe 
princess, Sergei Larin asCaJaf 
and Barbara Frittofi as LID. 

CHICHESTER 

The title role of Sophocles's 

Secfra ia a lure for leading 

actresses: notably, in recent 

memory, Fiona Shaw. Tonight 

Zoa Wanamaker (right) takas it 

on. The production, at the 
Minerva Stucfio, is drected by ' 
David Leveaux. and in October 
wffl come to London's Donmar 
Warehouse. 
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A passion 
for classics 

^Andrew Clark talks to Sir Colin Davis 
\ ' about the conductor's life in music 



n his latest visit to 
London’s Royal Acad- 
- emy of Music. Sir 
Colin Davis went 

round the orchestra 

asking students why they had 
taken up their instrument. It took 
him some time to get the answer 
he wanted. Eventually, a Japanese 
girl said the experience of going to 
; 'a xohe^rt had made her want to 
play the, viphXL “What 1 was hoping 
' • Someone would say was ‘because I 
Ibve music so much I had to do ft’,” 

. recalls Sir Colin. T was trying to 
~ showthemthat although I’m old. I 

Music being the 
extraordinary thing it 
is, it keeps pace with 
ydii as a companion, 
and as you change , 

; the music changes 
. ; with you ' 

haven't lost my appetite for music 
and the joy it can give, and I 
haven't turned into a nasty, cyni- 
cal, money-grubbing old man?" 

Sir Colin will be 70 on Thursday. 
Age may have mellowed him, but 
it has not dimmed his faith in. 
music's power to exalt the human 
spirit. With his spartan lifestyle, 
and Lear-like quest for eternal 
. troths, Sir Cohn is an anachronism 
In today's music world. He is not 
afraid to bare his soul in public, to 
admit to being “foolish and pas- 
sionate”, to declare his lack of sym- 
pathy with the computer age or the 
culture it has spawned. He is 
Britain’s musical conscience - an 
apologist for the classical tradition 
and the values it represents, who 
nevertheless talks of wanting to 
solve the problems of the homeless 
“before we see what money is left 
'for nice thing s like music.” 

’ Bint if there is to be music, it 
would be hard to find a more 
enlightened advocate. Far from 
using his 70th birthday as a cue to 
• slac ken off, Sir Colin is launching 
into one of the most active periods 
of his' career. As principal conduc- 
tor of - the London Symphony 
Orchestra, he opens its season at 
the' Barbican tomorrow, and will 
later steer it. through a series of 
Sibelius cycles in London, New 
Tcakr Chicago and Japan. His asso- 
ciation, withthe Royal Opera con- 
tinues with a new production of 
The Turn of the Screw, opening on 
and there will be visits 
to his favourite orchestras in Ger- 
many ^Holland and the US. 


One of the benefits maturity con- 
fers on much-loved conductors is 
the freedom to work where they 
choose. For Sir Colin, that includes 
spending one day a term, unpaid, 
at two of London’s music colleges, 
where he has been sharing his love 
of Mozart and guiding students 
through Beethoven's late quartets. 
But by his own admission, matu- 
rity has conferred another kind of 
freedom - in the way he deals with 
the music. It stems partly from his 
desire to turn his back on the 
world — he has no responsibilities 
at the LSO beyond his own con- 
certs - and to devote his energy to 
what he set out to do: being a 
musician, pure and simple. 

"My advantage is that I have 
time to sit down and study Sibel- 
ius, and ask myself ‘What the hell 
is this?'. Music being the extraordi- 
nary thing it is. it keeps pace with 
you as a companion, and as you 
change, the music changes with 
you: it reflects the changes that 
take place in you because it's infi- 
nitely flexible. People are always 
asking me what the difference is 
between the way I did something 
20 years ago and now. The fact is, 
we’re not the same, we can't be the 
same, and if the music's the same, 
we might as well pack it in, 
because it means we haven't devel- 
oped at alL Music is just waiting 
there, saying "Tell us what you 
want from us, and we will .give it to 
you’.” 

Sir Cohn readily admits that in 
younger days he could be angry 
and impatient Today, it is hard to 
recognise the “mad emotional vol- 
cano” that needed to be disciplined 
and made to think. Recalling his 
experiences as music director of 
the BBC Symphony Orchestra and 
the Royal Open, he says the worst 
that can befall a conductor is to get 
ensnared by politics and adminis- 
tration, “and to pursue your own 
ego in those terms. It may be nec- 
essary at some point in your 
career, if only to help you realise 
that in the end it can be very 
destructive. I’ve done all that, and 
Tm glad I twigged it in time.” 

Although Sir Cohn has lost none 
of his vitality on the podium, he 
has begun to look venerable, and 
critics note a more elegiac quality 
in bis music-making. His Brahms 
series with the LSO earlier this 
year was a case in point. Like 
Bruckner, Brahms was ijever a spe- 
ciality of Davis's youth, but the 
two have wanned to each other. "I 
started again at the beginning, and 
it seemed much easier to deal with. 

It is elegiac. By the time you get to 
Brahms, the great energising fea- 
ture of the classics - the momen- 



Britain's musical conscience: Sir Colin Davis, 70-yea rs-old on Thursday 


turn created by repeated notes - 
has gone. Brahms is languid, 
relaxed, valedictory." 

The more time he spent with 
Brahms's music, the more space it 
seemed to demand. "And if you're 
going to lay something out in lei- 
surely fashion, you've got to have 
an orchestra which can generate 
the sound, so that nothing Is hur- 
ried or deprived of its living quar- 
ters. There’s much more colour in 
Brahms than we tend to think - 
it's not just turgid dumpling.” 

W e have dearly not 
heard the last of 
Sir Colin’s 
Brahms. He Is 
equally keen to 
tackle the big choral masterpieces: 
Bach looms large in his diary out- 
side the UK, with no concessions to 
the “authentic" style he finds so 
inhibiting. There will also be a 
return to Tippett’s A Child of Our 
Time, plus an LSO/Berlioz retro- 
spective which Davis insists will be 
his farewell to a composer long 
associated, with him. 

Less expected is the amount of 


English music he is conducting - 
and not just at home. Elgar, Wal- 
ton and Vaughan Williams never 
used to be Davis territory, but his 
VW Sixth Symphony was a tri- 
umph in Bavaria. ‘It's not too long, 
it’s brilliant, it's unbearable and it 
finishes with this extraordinary 
fugue. 1 think we should hear this 
music." Walton's First, which he 
conducts this week in London, “is 
one of the great pieces of the cen- 
tury." And Elgar? Sir Colin has yet 
to fulfil his cherished wish to con- 
duct The Dream of Gerontius in 
Catholic Munich, but Dresden will 
hear the Cello Concerto, Amster- 
dam the Enigma Variations and 
New York the Second Symphony. 
Elgar will also dominate the ISO's 
1998-99 season. 

“My answer to ‘why are we doing 
it?' is "why the hell not?'. We've 
heard so much Mahler, Bruckner, 
Sibelius, and I want to say ‘wait a 
minu te, there was also something 
going on here at the same time and 
it's fine too'. Not that 1 feel chau- 
vinistic - it’s just damn good 
music, and the LSO play it beauti- 
fully.” 


Even so. one gets the impression 
that if life consisted of no more 
than Figaro, the Missa Solemnis, a 
good stock of philosophical books 
and a glass of wine. Sir Colin 
would be content The bedrock of 
his world is his family : his five 
children by his second marriage 
have promised a birthday perfor- 
mance of Schubert's String Quin- 
tet, one of the great spiritual testa- 
ments of all time. 

So. having reached threescore 
years and 10, is Sir Colin prepared 
to meet his maker? "In my wild 
moments I don’t forgive God for 
not existing. On the other hand, 
the Matthew Passion and Missa 
Solemnis are the greatest pieces 
one will ever do. It's all very well 
for death to pat me on the shoulder 
and say Tm coming for you*, but 
I’ve got other things to do - Tm too 
busy. Do you see what I mean?" 

Many happy returns of Thurs- 
day, Sir Colin. 


The LSO’s concerts at the Barbican 
are sponsored by UBS tomorrow 
and by Rover Group on Wednes- 
day (0171 638 8891). 


Theatre /Sarah Hemming 

Growing up is 
hard to do 


E nda Walsh's Disco 
Pigs comes to Lon- 
don's Bush Theatre 
after a wildly suc- 
cessful stint on the Edin- 
burgh Fringe and it is easy 
to see why. This strange, 
intense little firecracker of a 
play, presented by Corca- 
dorca Theatre Company, is 
the very stuff of fringe hits. 
Innovative, vivid, it pitches 
us headlong into a parallel 
world and holds us there, 
partly by dint of the sus- 
tained inventiveness of the 
script, partly because of the 
passionate performances of 
the two young actors. 

Darren and Sinead are 
adolescent no-hopers from a 
council estate in Cork. Bora 
on the same day in the same 
hospital, they have been 
thick as thieves ever since, 
keeping the harsh world at 
bay with a barrier of fan- 
tasy. Known to each other as 
Pig and Runt, they have 
their own rules and codes, 
like twins, to baffle outsiders 
who they regard as “scum”. 
The whole play is written in 
their private language, their 
rich Cork accents laced with 
their own coded phrases, 
vocabulary and pronuncia- 
tion to produce a sort of 
addled baby-talk which is 
well-nigh impenetrable. So it 
is that Walsh skilfully over- 
comes the writer’s problem 
of articulating the experi- 
ence of the inarticulate. 

Armed with their patois 
and their sense of invincibil- 
ity, the two teenagers rattle 
around the town inflicting 
mindless damage. We join 
them on their 17th birthday, 
as they search for “enter- 
tainment” in the streets, 
pubs and clubs, drinking, 
sniggering and enticing 
innocent bystanders into 
fights. 


But cracks are showing in 
their relationship, as adult- 
hood creeps in to prise them 
apart. As Runt sits gorm- 
lessly in front of Bat/watch 
shovelling potatoes into her 
mouth. Pig departs on a long 
erotic fantasy about her. 
Aware that his feelings are 
growing complicated, he 
begins to try and treat her 
more sensitively; he buys 
her three packets of scampi 
fries instead of the usual 
one. But she is already on a 
different wavelength. Sitting 
in the posh disco, her nose 
bloodied after a pub brawl. 
Runt daydreams about the 
girls in pretty dresses, imag- 
ining, for once, how a night 
with the girls might be. It is 
painfully clear that she is 
about to move on, leaving 
him floundering with his 
unfocused energy and 
unmanageable rage. 

T he piece is written 
with great panache 
and, on Aedin Cos- 
grove's pig-pen set, 
directed by Pat Kieraan to 
control and surf every 
moment. But the perfor- 
mances made the evening. 
Cillian Murphy and Eileen 
Walsh look like children in 
adults’ bodies. Murphy, 
threatening as a coiled 
spring, fidgets with nervous 
energy, plucks at his teeshirt 
and trousers like a toddler 
and pulverises anything that 
gets in his way. Walsh clasps 
her hands to her gamine face 
and twists her spindly legs 
in delight at his exploits. 
They are riveting through- 
out with their jittery blend 
of toughness and vulnerabil- 
ity. 

Bush Theatre, London W12, 
until September 27 (0181-743 
3388). 



Riveting: Cidian Murphy and Eileen Walsh 
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Het Muziektheater 

7et.3jr20-551 8911- 
Das fltawigjolcfc-by Wagner. 
Netherlands Opera New 
production, directed by Pierre 
Audi agd _ conducted by Hartmut 
V Sep-23, 26 


■ BARCELONA 

exhibition . 

fHmdacid Joan Mid 
Tet 34-3-329 1 908 
Joan Minp - Equilibrium in 
Space: selection of works by 
Mfe6 J daflng from the 1960s 
onwards wttich aims to show the 
rofetibiiship of his work to 
oriental cutU^r to Nov 2 

■ Berlin 

CONCERTS . 

Ph*fcannon» 

Tel: 48-30^548 8354 
Borin RhaHarrodnic Orchestra: 
conducted 'by- Daniel Barenboim 
in worthy Schumann, ’ 



Zimmermann and R Strauss. 
With violin soloist Thomas 
Zehetmaln Sep 22, 23 

OPERA 

Deutsche Oper 

Teh 48-30-34384-01 

Aida: by Verdi. Staged by Gdtz 

Friedrich, with sets and 

costumes by Pot Hal men; Sep 25 

■ BRUSSELS 

OPERA 

La Monnaie Tel: 32-2-229 1211 
OteOo: by Verdi. New production 
conducted by Antonio Pappano 
in a staging by WiUy Decker. 

Cast Includes Susan Chllcott as 
Desdemona; Sep 24, 27 

■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
Nabucca- by Verdi. New 
production staged by Efijah 
Moshinsky and conducted by 
Bruno Bartotetti. Cast includes 
Maria Guleghlna and Samuel 
Ramey: Sep 23, 26 

■ LONDON 

CONCERTS 
Barbican Centre 

Tel: 44-171-638 8891 
London Symphony Orchestra: 
conducted by Sir Colin Davis in 
works by Beethoven and Walton. 
With violin soloist Midori; 

Sep 23. 24 

Royal Festival Han 
Tel: 44-171-9288800 
• London Philharmonic 


Orchestra- conducted by Joseph 
Swensen In works by 
Mussorgsky, Shostakovich and 
Beethoven; Sep 24 
• Philharmonia Orchestra: 
conducted by Kurt Sanderiing in 
works by Beethoven, Schumann 
and Brahms; with piano soloist 
Mltsuko Uchida; Sep 23 

DANCE 

Labatt’s Apollo, Hammersmith 
Tel: 44-171-416 6082 
The Royal Ballet Romeo and 
Juliet New season opens with 
Kenneth MacMillan’s first 
full-length ballet, set to 
Prokofiev's score; Sep 24, 25, 

26, 27 

Sadler’s WeHs at the Peacock 
Theatre Tel: 44-171-314 8800 
Les Ballets Trockadero de Monte 
Carlo: return visit of toe all-male 
company. Programme Two 
features Act Two from Giselle, 
The Dying Swan, Vivaldi Suite 
and Gafte Parisienne; Sep 22-27 

EXHIBITIONS 
Royal Academy of Arts 
Tel: 44-171-439 7438 
Sensation: Young British Artists 
from The Saatchl Collection. 
Showcase of works by some 40 
artists including Damien Hirst, 
Marc Quinn. Marie Wallinger and 
Rachel Whiteread; to Dec 28 

OPERA 

Barbican Theatre 
Tel: 44-171-638 8891 
• The Royal Opera: Platee, by 
Rameau. New production 
directed and choreographed by 
Mark Morris, conducted by 
Nicholas MoGegai; Sep 22, 24 


• The Royal Opera: Giulto 
Cesare, by Handel. New 
production, directed by Lindsay 
Posner and conducted by Ivor 
Botton. Cast includes Amanda 
Roocroft and Ann Murray; Sep 
23, 25 

■ LOS ANGELES 

OPERA 

L- A. Opera, Dorothy Chandler 
Pavilion Tel: 1-213-972 8001 
La Boh6me: by Puccini. Revival 
of Herbert Ross’s production, - 
designed by Christopher Harlan 
and conducted by William 
Vend ice; Sep 24 

■ MUNICH 

CONCERTS 
Philharmonie Gasteig 
Tel: 49-89-5481 8181 
Munich Philharmonic Orchestra: 
conducted by Simone Young in 
works by Mozart and Schumann. 
With violin soloist Julia Fischer; 
Sep 23. 24. 25 

OPERA 

Bayertsche Staatsoper 
Tel: 49-89-2185 1920 

• Aida: by Verdi. Conducted by 
Roberto Abbado and cfirected by 
David Pountney, with sets by 
Robert Israel; Sep 23, 26 

• Die Zauberftfte: by Mozart 
Conducted by Hans Drewanz in 
a staging by August Everdlng, 
with designs by J Organ Rose: 
Sep 22 

• Le Nazze de Figaro: by 
Mozart Conducted by Peter 
Schneider in a staging by Dieter 
Dom. Cast includes Amanda 
Roocroft and Alison Hagley, Sep 


24, 27 


■ NEW YORK 

EXHIBITIONS 
Guggenheim Museum 
Tel: 1-212-423 3500 
Robert Rauschenberg: major 
retrospective consisting of some 
400 works spanning the artist’s 
50 year career, in which 
photography and performance 
have been dominant themes. The 
exhibition begins at the Solomon 
R. Guggenheim Museum and 
continues at the Guggenheim 
Museum SoHo; to Jan 7. A 
special installation of The 1/4 
mile or 2 Furlong Piece is at Ace 
Gallery New York to Nov 9. 

Museum of Modem Art 

Tel: 1-212-708 9480 

• Froqi Henri de 
Toulouse-Lautrec to Andy 
Warhol: Exploring Techniques. 
Selection of 70 works - 
woodcuts, etchings, lithographs 
and screenprints - from toe 
collection; to Feb 8 

• New Concepts in Printmaking 
1: Peter Halley - installation of 
technologicany-derived works by 
the painter launches a series 
which aims to challenge 
conventional notions of 
printmaking; to Feb 8 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-36 2 6000 

• Ariadne auf Naxos: by 
Strauss. Revival of a production 
staged by Elijah Moshinsky, with 
designs by Michael Yeargan; Sep 
24,27 

• Carmen; by Bizet. Revival of a 


production by Franco Zeffirelli; 
Sep 22, 25, 27 

• Manon: by Massenet Revival 
of a staging by Jean-Pierre 
Ponnelle; Sep 23, 26 

New York State Theater 
Tel: 1-212-870 5570 
La Traviata: by Verdi. Revival of 
Renatta Scotto’s New York City 
Opera production, conducted by 
Emmanuel Joel; Sep 25 

■ PARIS 

CONCERTS 

Op4ra National de Paris, Opdra 
Bastille Tel: 33-1-44731300 
Orchestra de l'Op6ra National de 
Paris: James Con Ion conducts a 
programme of works by Strauss, 
Ravel and Brahms; Sep 23 

Th&ttre des Champs E!ys6es 
Tel: 33-1-49525050 
Orchestra National de France: 
conducted by Charles Dutoit in 
works by Debussy, Schumann 
and Berlioz. With piano soloist 
Michel Dalberto; Sep 25 

DANCE 

Th&atre des Champs EIys6es 
Tel: 33-1-49525050 
B6jart Ballet Lausanne: 
Jerusalem, cite de la paix. Gala 
evening, with Mikhail Baryshnikov 
and Sylvie Guillem; Sep 22. 
Programme 2, with choreography 
by B6jart With soloist Mikhail 
Baryshnikov; Sep 23, 24 

OPERA 

Op6ra National de Paris, Op6ra 
Bastille Tel: 33-1-44731300 
Turandot: by Puccini. New 
production by Francesca 


Zambello. Conducted by 
Georges Pr§ tre until Oct 13, 
when Fabio Luisi takes over. 

With choreography by Alphonse 
Poulin and designs by Alison 
Chitty; Sep 22, 25 

■ TOKYO 

EXHIBITIONS 

Bunkamura Museum of Art 
Tel: 81-3-3477 9252 
Photography in Paris 1905-1997: 
around 240 works by 53 
photographers, on loan from the 
Centre Georges Pompidou in 
Paris. Those represented include 
Man Ray and Andre Kertesz; to 
Oct 26 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

9 CNBC 

08^0: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 


Personal View • Hans van den Broek 


No new dividing lines 


Last week the FT carried two 
articles arguing that the 
European Union teas failing 
to rise to die historic chal- 
lenge posed by the countries 
of central and eastern 
Europe- This is the response 
of the EU commissioner for 
enlargement. 


Enlargement 
to include the 
countries of 
• central and 
■■ of eastern 
Europe is an 



historic challenge for the 
European Union. It is a pro- 
cess that began with the 
political upheavals almost a 
decade ago and will not end 
until all applicants in the 
region are EU members. 
The idea that the EU is 
drawing new dividing lines 
across Europe Is a red 
herring. 

There are no “ins and 
outs” but rather “ins and 
pre-ins’*. As with economic 
and monetary union, proper 
preparation is crucial. 
Agenda 2000, which the 
European Commission pub- 
lished in July and which is 
now being debated by the 
member states, confirms 
that we will work with each 
country to help it prepare 
for membership. An extra 
effort will be made through 
targeted support to help the 
“pre-ins” overcome remain- 
ing problems. 

All the applicants will be 
brought progressively into 
the EU's activities. When- 
ever 1 visit the countries of 
the region. I am enormously 
impressed by the progress 
they are making. 

But the pace of Change is 
uneven and this is apparent 
in political life, economic 
performance, infrastructure 
and legal and administra- 
tive systems. In some coun- 
tries the shift to democracy 
and market economics ««ne 
early, often through “shock 
therapy", in others the tran- 
sition is more recent or 
more gradual. Decades of 
dictatorship and central 
p lanning cannot be shaken 
off overnight. 

In its official “opinions” 
on each application, the 
Commission made an objec- 


tive analysis of performance 
and prospects. The same cri- 
teria were applied to all. 
The analysis was also based 
on information supplied by 
the applicants, cross- 
checked with specialised 
international organisations. 
Any study can benefit from 
updating but all member 
states accept the fairness 
and essential accuracy of 
the Commission’s work. 

From this it emerges 
beyond a shadow of a doubt 
that some applicants are 
more advanced than others 
in putting into place a mar- 
ket economy, achieving eco- 
nomic stability, and prepar- 
ing to assume the other 
obligations of EU member- 
ship. The challenge of 
applying EU rules and com- 
peting in a single market 
with highly developed econ- 
omies should not be under- 
estimated. 

Some advocate a common 
start to the negotiations 
with all applicants whatever 
their preparedness for mem- 
bership. But little, beyond 
momentary political satis- 
faction, would be gained by 
opening negotiations with 
countries that are insuffi- 
ciently prepared. Negotia- 
tions would soon become 
bogged down, leading to dis- 
enchantment. 

The superficial appeal of a 
common starting line would 


Quickly fade iT the whole 
enlargement process and 
the progress of the more 
advanced applicants were 
held back. The Commission 
carefully considered these 
questions as well as the 
interests of our own citizens 
in a properly planned 
enlargement before unani- 
mously recommending that 
negotiations begin next year 
with the five most advanced 
countries in the region, plus 
Cyprus. 

At the same time we pro- 
pose to double “pre- 
accession” assistance for all 
the applicants in central 
and eastern Europe. Coun- 
tries not yet ready to start 
negotiations will benefit 
without discrimination from 
this support. Indeed, they 
will receive increasing 
amounts of assistance as 
other candidates become 
members and the total 
amount available for pre- 
accession aid is shared out 
among fewer beneficiaries. 

As soon as they join the 
EU. new member states will 
benefit from a wide range of 
EU programmes. Together 
this package is worth some 
Ecu75bn for the period 
2000-2006. The Commission 
has also proposed that all 
applicants be invited to a 
standing conference that 
wifi strengthen the integra- 
tion process. 



Van den Broek; impressed by the progress of applicants 


The EU wifi monitor prog' 
ress in overcoming the prob- 
lems. As soon as a candi- 
date has fulfilled conditions 
set out by our heads of gov- 
ernment, the Commission 
will recommend that 
enlargement negotiations 
start This is not merely 
"leaving the door open” but 
a firm commitment 

I understand the disap- 
pointment in countries that 
have recently committed 
themselves to long overdue 
political and economic 

reforms and are now mak- 
ing strides in the right 
direction. Some “pre-ins” 
contend that investment in 
their country will suffer if 
they are not Included in a 
first wave of negotiations. 
But investors base their 
decisions on hard-headed 
estimates of potential 
returns and not on the date 
when a complex political 
negotiation begins. 

The Agenda 2000 recom- 
mendations provide every 
opportunity for catching up 
and do not prejudge the 
date when any candidate 
will join. This , will largely 
depend, on the efforts each 
country is wilting and able 
to make. 

It is a top priority for 
leaders of the “pre-ins” to 
explain this to public opin- 
ion and to mobilise domes- 
tic support for a concerted 
drive to prepare for mem- 
bership. 

The response wtQ be posi- 
tive. far more positive than 
to ill-foanded cries of dis- 
crimination. Differentiation 
in no way implies discrimi- 
nation. in all my contacts 
with business people, labour 
representatives, and mem- 
bers of the public during my 
visits, 1 have felt their over- 
whelming desire to do what 
is necessary to "rejoin” 
Europe. 

I have also noted a sense 
of realism about what still 
remains to be accomplished 
to make this goal a reality. 
The message of Agenda 2000 
is t hat the citizens of all the 
applicant countries are part 
of the enlargement process 
and that the Commission 
wifi not rest until it is com- 
pleted. 
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H alfway through 
his book Earth in 
the Balanc e, US 
vice-president A1 
Gore abandniM familiar envi- 
ronmental concerns and 
embaiks <m a breathtalringiy 
radical critique of the 
destruction of the human 
qjirtt by contemporary cul- 
ture. 

“Our attention has become 
a commodity to be bought 
and sold," he writes. “Adver- 
tisers strip-mine it, politi- 
cians covet it; pollsters mea- 
sure it; terrorists steal it as a 
weapon of war . . . The 
engines of distraction are 
gradually destroying the 
inner ecology of human 

experience.” 

Whatever his achieve- 
ments as a politician, the 
vice-president stands out 
among US officeholders as a 
deep, almost . tortured 
think er with an eye for prob- 
lems so fundamental that no 
quick fix could ever address 
than. 

But as he and his harried 
aides know all too well, this 
quality will not be enough to 
guide him through tra- 
vail he may soon face: a tor-, 
toons, nit-picking probe into 
hvs record as a acajous, gnri 
possibly over-zealous,, cofieo 
tor of political donations 
during the 1S9& election cam- 



A funding probe may hit 
A1 Gore’s hopes of the US 
presidency, says Bruce Clark 


On Friday Mr Gore named 
two p rivate lawyers to repre- 
sent him - fuelling t he belief 
that he is preparing for the 
long, bard wrangle that will 
ensue if Janet Reno, the 
attorney-general, follows up 
her current, preliminary 
probe with the appointment 
of an tnriqppnriwn* counseL 

It emerged over the week- 
end that Ms Reno had also 
begun a 30-day review of 
fundraising activities by Bfil 
Clinton, raising the prospect 
that both the president and 
his deputy could find them- 
selves under long-term 
investigation by a special 
prosecutor. 

The main activity tinder 
Investigation - allegedly 
telephoning - donors from fed- 
eral property - hardly rates 
as a mortal idn, und the pub- 
lic has shown little interest 
in the issue. 

But precisely because of 
his serious-minded, upright 
image, voters seem more 
inclined to censure Mr Gore 
than they are to Mama the 
president, who thrives an his 
reputation as a political Hou- 
dtni- 

So intellectual prowess 
alone will not ensure Mr 
Gore the prize that until " 
recently seemed firmly in 
his grasp: victory in the race 
to tead the US into the new . 
millennium . In the real 
world of hard-ball politics, 
the 49-year-old philosopher- 
politician will only prevail 
by using the very psycholog- 
ical techniques that he so 
eloquently deplores: snappy 
sound bites, clever consul- 
tants, ingenious distractions. 

That is one of the many 
paradoxical things about 
Albert Gore Junior, who 
shares the president’s ori- 



gins as a southern, centrist 
Democrat of the . baby- 
boomer generation - and 
also differs from him in 
important ways. • 

-- As the scat of a Tennessee 
senator, who paid a heavy 
political price for opposing 
tiie Vietnam war, Mr Gore 
spent his childhood in Wash- 
ington hotels - and inher- 
ited an old-fashioned sense 
of public service. 

But the vice-president’s 
strong sense of history is of 
the sort that can look for- 
ward as well as backward. 
Even as he denounces mind- 
numbing technoculture, he 
is fascinated by the libera- 
ting potential of telecommu- 
nications. He itkaa to com- 
pare his father's role in 
promoting the construction 
of a national road network 
with his plans to lay down 
an informat i o n hi gh way 

But these lofty sentiments, 
both modern and anti- 
modern, co-exist with views 
on the touchstone questions 
of US politics that coincide 
comfortably with the 
demands of expediency. Mr 
Gore has a track record of 
supporting the death 'pen- 
alty; approving abortion in 
some circumstances but 
opposing federal funding for 
the procedure; and strongly 
hacking Israel. 

Still, the vice-president is 
generally viewed as an con- 
scientious figure who wres- 
tles hard with every issue he 
makes bis own: from defence 
- an which he was a hawk 
in cold-war times - to the 
environment, a cause he 
embraced passionately as a 


senator. He is remembered 
gratefully by ecologists for 
supporting Chico Mendes. 
the Brazilian activist who 
was murdered after cam- 
paigning to save th«* rain for- 
0St« 

Unlike Mr Clinton. Mr 
Genre served in Vietnam as a 
reporter far an army news- 
paper. He broke ranks with 
most Democrats to make a 
thoughtful. memorable 
speech in favour of waging 
the Gulf war in 199L 

On the campaign trail, he 
displays an unlikely talent 
as a tub-thumper, not embar- 
rassed about leading a crowd 
in chants of “No! No! No!" 
when the occasion demands. 
And although his “wooden” 
manner is often contrasted 
with Mr Clinton’s easy, 
intoxicating charm, the 
vice-president has a slap- 
stick, schoolboy sense of 
humour that can surface 
unexpectedly - often at his 
own expense. “They opened 
up my leg - and found ter- 
mites,” is a characteristic 
quip. 

“AT Gore is what the 
French call an homme ser- 
ieux ." says Richard Hol- 
brooke, the banker-diplomat 
who brokered Bosnia's peace 
accord and one of a network 
of friends close to the 
vice-president. 

Unusually for a public fig- 
ure, Mr Gore prefers to 
“master the substance of an 
issue before the politics of 
an issue” by listening care- 
fully to a broad range of 
experts, says Mr Holbrooke. 
But in lighter moments. 
“Gore can do a mean imita- 


tion of the country singer 
Conway Twitty". 

The network of friends 
also includes Reed Hundt. 
the telecoms regulator 
whom he has known since 
childhood: and Bill Richard- 
son. the trouble-shooting 
ambassador to the UN. 

But Mr Gore’s most impor- 
tant political relationship is 
with the president. 

So while Mr Clinton poses 
for photo-opportunities with 

Boris Yeltsin, the nitty-gritty 
of US-Rivssian relations has 
been left to Mr Gore and Vic- 
tor Chernomyrdin, the Rus- 
sian prime minister and 
another serious-minded tech- 
nocrat. And while the presi- 
dent proclaims that “the era 
of big government is over”. 
Mr Gore’s staff have looked 
in detail at how private- 
sector methods can be used 
in public administration. 

So far, the president has 
fully returned his deputy’s 
loyalty, treating Mr Gore as 

his heir-apparent. But the 
vice-president will have to 
move deftly if be » not to be 
cast, deliberately or by acci- 
dent. in a less happy role: 
that of fall guy in a mount- 
ing campaign finance contro- 
versy- 

As scandals go. the 
offences attributed to Mr 
Gore seem trivial: an ill- 
advised visit to a Buddhist 
temple in California < whose 
nuns were allegedly used as 
conduits for donations) and 
the use of his office tele- 
phone for a purpose that 
may, on one interpretation 
of the law. have been wrong. 

But managing the cam- 
paign finance sc a n da l is by 
no means the only c hall e ng e 
he faces during the coming 
months. 

He will have to defend the 
administration's demand for 
fast-track authority to make 
trade deals in Latin America 
- at a time when his natural 
constituents in the labour 
and environmental move- 
ments are intensely suspi- 
cious and may switch loyal- 
ties to his Democratic rival 
Richard Gephardt 

He also has to manage the 
US relationship with Russia, 
when mounting concern 
over Moscow’s arms sales to 
Iran could derail it And he 
will have to swallow what- 
ever fine the White House 
finally adopts on global 
warming - although it will 
be a compromise between 
his own deep concern and 
the powerful lobbies that 
oppose any limits on fossil 
fuels. 

Elaine Kamarck. until 
recently a senior policy 
adviser, argues that Gore the 
brooding intellectual and 
Gore the political tactician 
are perfectly compatible. 
Precisely because of his his- 
torical perspective, she says, 
the vice-president has a 
“very good sense of the pos- 
sible ... an understanding 
that some things have to 
wait for their proper time”. 

As the 2000 presidential 
race draws closer, these 
qualities will face their hard- 
est test 
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Business leaders see WTO accord 
on financial services as vital 


From the International 
Chamber of CommenxIFman- 
dal Leaders Group; chair- 
men, CEOs and senior repre- 
sentatzoes. 

Sir, When governments 
meet at the World Trade 
Organisation in Geneva in 
December to complete nego- 
tiations on liberalising finan- 
cial services, they will have 
a unique opportunity to give 
powerful and lasting impe- 
tus to world economic 
growth. Opening up 
restricted financial markets 
to foreign competition will 
step up the flow of invest 
ment capital and expertise to 
where it is most needed, and 
particularly to the emerging 
economies. 

So important are the 
Geneva negotiations to all 
business sectors that the 
International Chamb er of 
Commerce and the Financial 
Leaders Group have joined 
forces to appeal to govern- 
ments for a successful out- 
come. We write to you In the 
name of these two private 
sector organisations 

AS the international repre- 
sentatives of financial insti- 
tutions and corporate users 
of financial services, we urge 
the WTO member govern- 
ments not to miss this 
extraordinary opportunity. 
Every nation must play its 
part through its willingness 
to liberalise. Compromises 
may be required, but the 
basic package - broad, mul- 
tilateral liberalisation of 
financial services - must be 
ready on time. 

Experience shows that 
open, transparent financial 
markets - free of exchange 
controls, restrictions on 


transfers of funds, and dis- 
criminatory measures 
against foreigners - are the 
most competitive, efficient 
and responsive to the needs 
cf business and domestic 
consumers. 

Liberalisation encourages 
wealth creation by providing 
easier and more varied 
access to capital. The pres- 
ence of foreign participants 
encourages local financial 
service providers to improve 
their performance. In turn, 
local enterprises benefit 
from greater access to 
increased inflows of capital 
and expertise. 

Success in the financial 

services negotiations will 
cro wn t he achievements of 
the WTO and its predeces- 
sor. the General Agreement 
on Tariffs and Trade, in dis- 
mantling banters to trade 
and investment over 50 
years. During this period, 
international trade has 
expanded foster than domes- 
tic economic growth, and 
has thus become the driving 
force for global economic 
progress. 

The liberalisation of trade 
in goods and services will 
never achieve its foil poten- 
tial if it is not accompanied 
b7 corresponding liberalisa- 
tion of financial services. 
Financial services fuel the 
engine of international 
trade. 

Unless governments reach 

agreement by the December 

12 1997 deadline, the p*teHwg 
interim accord will lapse, 
and we shall be back to 
square one. We would then 
fece the daunting prospect of 
beginning an over a gai n in 
the year 2000. That would 


not only be a blow to busi- 
ness confidence, but also a 
significant setback for the 
world economy. 
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Myth is not 
debunked 

From Christa van 
Wijnbergen. 

Sir, Rather than “Debunk- 
ing the Dutch myth" (Sep- 
tember 18 ), Wolfgang Mun- 
chau and Gordon Cramb 
highlight the key factors 
behind the Dutch success on 
employment. Job-sharing 
and work-time reduction are 
the preferred option of Conti- 
nental Europe's electorates 
(and hence politicians) to 
fight high unemployment, 
over more drastic labour 
market reforms that risk 
generating the largely 
Anglo-Saxon phenomenon of 
working poor. 

The issue is not just about 
whether “the so-called Dutch 
miracle has . . . delivered 
high employment growth", 
but also about whether it 
attain s a fair distribution of 
work among households. As 
Wolfgang Scfiauble observes 
(quoted by Hunchau and 
Cramb). the Dutch have sue* 
ceeded in reform without far- 
f&ting solidarity. 

The Netherlands' eco- 
nomic performance is 
unique in having reduced 
unemployment without 
going through a period of 
tiger-style gross domestic 
product growth, currently 
unattainable for most Euro- 
pean countries, or suffering 

a substantial widening in 

income distribution. Stating 
that part-time employment 
*is not the same thing as 
fuff-time employment" Is 
tautological and does noth- 
ing to debunk the myth. 


Christa van Wijnbergen, 
G28 1/2 W. Barry Ave^ 
Chicago, XL 60657, US 
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The world's poorest countries 
are twice cursed: burdened by 
an external debt too large to 
, bear, but too small to concen- 
trate the minds of creditors, 
with, bigger debt problems to 
< consider. Last week Gordon 
Brown, the UK chancellor of the 
exchequer, took up the md gqia 
on the debtors’ h phaTf, mining 
tor a comprehensive agreement 
by the year .2000 on debt relief 
tor at least three quarters of eli- 
gible poor countries. 

Del ^ates In Hong Kong for 
the annual meeting of the IMF 
and EWorld Bank should seize 
rthe. opportunity to bring this 
about It has long been clear 
that the burden on these coun- 
tries is intolerable. The external 
debt of sub-Saharan Africa, 
home to most of the heavily 
indebted poor countries CHIP1C), 
hag:, climbed from $3 bn in 1982 
.to$235bn, more than two thirds 
of the icon's gross domestic 
product. 

• Rescheduling agreements 
with creditors and additional 
loans on concessional terms 
from the World Bank and IMF 
have, failed to provide a solu- 
tion. And while the recent 
World Bank-led initiative to 
assist countries to meet pay- 
ments on their multilateral debt 
has eased the problem, creditors 
need to do more. 

, For .its part, sub-Saharan 
Africa has made much headway 
with reform. Far' the first time 
in nearly two decades, growth is 
outpacing population increase. 
But; as' the World Bank points 


Open markets 


Few measures chart the pace of 
global economic integration 
more impressively than. the 
{groWth of foreign direct invest- 
ment: According to United 
Nations data, cumulative assets 
have trebled once 1987, while 
thgannnal sales which these 
• assets generate have overtaken 
the value of world trade. 

: /Two main factors are respon- 
sible.- One is a seachange in 
political attitudes. Once viewed 
with suspicion, in industrialised 
jas well as developing countries, 
foreign investment is increas- 
ingly courted worldwide as a 
'provider of jobs, exports and 
technology. The second reason 
is fiercer competition, which is 
driving companies to seek out 
hew geographic markets and 
pzbdactioh bases. 

These changes" have helped 
promote' a more liberal world 
economic order. Host countries 
have been obliged to adopt more 
open policies in order to win 
inward investment. The emer- 
gence of international produc- 
tion networks, knitting together 
far-flung foreign subsidiaries, 
has also reduced companies’ 
incentive to lobby for trade bar- 
riers which- could disrupt their 
own supply chains. 

/ However, the trend has much 
: further-', to run. Most direct 
investment is still between 
industrialised: countries. 
Although.developing economies' 
share is growing, most goes to 
: about is of them Fu rth e r m or e. 


their appetite for manufacturing 
projects is not matched by 
enthusiasm for foreign invest- 
ment in services. 

T^at is particularly true of 
financial services. Extensive 
protection, even in many 
advanced developing economies, 
has kept financial systems back- 
ward, impeding the transforma- 
tion of abundant domestic, 
savings into productive invest- 
ment. Opening their financial 
sectors to foreign competition 
would increase efficiency and 
promote much-needed moderni- 
sation. Countries such as Thai- 
land and Korea, which are 
struggling to keep floundering 
banking sectors afloat, could 
also simplify their task by 
allowing foreign buyers to 
acquire and restructure trou- 
bled institutions. 

The need to embrace change 
coin tides with an opportunity. 
The World Trade Organisation 
is engaged in negotiations on an 
agreement to free trade and 
investment in financial services. 
The -outcome depends crucially 
on how far advanced developing 
countries, notably in Asia and 
Latin America, are ready to lib- 
eralise. It is in their own inter- 
est to act boldly. By committing 
themselves to open their finan- 
cial markets, they would reas- 
sure international investors, 
underpin their economic devel- 
opment and impart added 
urgency to domestic policy and 
structural reforms. 


Food safety 


After: Europe’s sorry record of 
bungling and duplicity over 
: h^d -cow 'disease, consumers 
haye gbpd reason to question 
official p munrunrements on food 
safety. Ho wever, seine efforts by 
Khppean:authdrities to restore 
public - 'confidence look - mis- 
gmdedL There Is a' danger that 
.CTtiomlpdicy principles will be 
■Sacriflced to political funk and & 
wiHfagness to pander to popular 

minHnrvaHnii: 

; '(Joe example is" the European 
Commission’s proposal to guard 
against ESE by banning imports 
of . tallow, a ' beef derivative. A 
bdn could seriously disrupt out- 
put 'and International trade in 
the pharmaceutical and cosmet- 
ics industries. It could also pro- 
voke, ahruising battle with the 
US;- which, has threatened to 
challenge any han id the World 
Tnade’Oi^n&at&n. 

-These, problems, can he 
I avoided. An EU scientific com- 
Wttfee has ibund. that tallow- . 
based products pose no health 
.risksi provided they are pro- 
cessedto specified standards, 
which US producers already 
ipeet But the opportunity for a 
sensible compromise will be lost 
^f Brussels continues to insist 
ond blanket ban on all products 
made from. cattle parts which 
could carry BSE, regardless of. 
their-finkl-'use. 

This.excess of zeal appears to 
haw: been encouraged by a 
Suropran Parliament threat to 
ensure; .the.' Commission and 


sack its members unless they 
improved food safety regulation. 
: But commissioners' concern 
with keeping their jobs and pac- 
ifying critics has no place in 
policy decisions of this kind. 
These should be based solely on 
an objective assessment of 
hpkltli and safety risks. 

Unfortunately, the EU has too 
easily disregarded scientific 
advice in such cases, when 
heeding it posed hard political 
choices. It has continued to ban 
hormone-treated beef, despite 
lack of convincing evidence that 
it was unsafe. When a World 
Trade Organisation disputes 
panel ruled against the ban, 
Franz Fischler, Europe’s farm, 
commissioner, responded by 
questioning the WTO’s author- 
ity to enforce multilateral rules. 
Similarly, the Eli long resisted 
US exports of genetically-modi- 
fied soyabeans and maize, 
which have not been shown to 
endanger health. 

Hie EU argues that Its stance 
is justified by widespread public 
concern. Yet that concern often 
S tems from ignorance, prejudice 
or misconceptions, which the 
authorities have done little to 
try to correct- Deferring to such 
attitudes makes for ineffective 
pnti inconsistent regulation and 
threatens further i nt erna ti onal 
trade tensions . Safety first is a 
good axiom for food policy. It 
should not be a pretext for 
shirking responsibility by tak- 
ing the politically easy way out. 



The growth of monsters 

Tony Jackson considers the possible effects on clients of the 
planned merger of Price Waterhouse and Coopers & Lybrand 


T he proposed merger of 
the accountancy firms 
Price Waterhouse and 
Coopers & Lybrand, 
announced last week, 

. will create a financial services 
monster. With $13bn (£8.1bn) in 
revenues and 135,000 staff, it will 
dwarf most of its clients in scale 
and clout. 

Others among the so-called Big 
Six global accounting firms are 
reportedly tempted to follow suit. 
But what makes this gigantism 
necessary? More to the point, 
whom is it designed to serve - 
the firms, or their clients? 

Part of the answer lies in the 
nature of the Big Six themselves. 
If we take Coopers and Price 
Waterhouse as examples, accoun- 
tancy proper - that is, audit 
work - makes up only half their 
revenues. The rest lies in the 
much more exciting and fast- 
growing field of consultancy. 

Management consultancy, 
broadly defined, has shown phe- 
nomenal growth throughout the 
1990s. Some of the big firms, such 
as Andersen Consulting - itself a 
child of Big Six accountants 
Arthur Andersen - have seen 
revenue growth of at least 20 per 
cent compound over the period. 

The definition of consultancy is 
slightly slippery- Traditional 
mainstream consultants such as 
McKinsey, which largely restrict 
themselves to providing clients 
with advice, report growth nearer 
to 10 per cent. 

The fester growth rates seen by 
such as Andersen Consulting and 
the Texas-based information 
technology (IT) specialist EDS 
result chiefly from a form of 
acquisition. Such consultants 
annex whole functions and 
departments from their clients, 
and aim to run them more effi- 
ciently. Thus. EDS runs the com- 
puter operations of the UK’s 
Inland Revenue and driving 
licence authority. Andersen Con- 
sulting runs the accounting func- 
tion for British Petroleum's 
operations in the North Sea. 
Price Waterhouse offers to take 
over whole departments from 
personnel to purchasing. 

There may be an element of 
feddism here. Corporations have 
spent the last decade concentrat- 
ing on efficiency and focus. They 
have been told to identify what 
they do best, and leave the rest to 
others, whatever the cost. 

But there is. more to it than 
that In IT. for instance, compa- 
nies such as EDS have a breadth 
of experience that individual 
companies can hardly match. As 
a director at one US multina- 
tional puts it, one can only feel 
sorry for the IT specialists at the 
average manufacturing company. 
The technology moves too fast 
for them to keep up. 


out, even if the region main- 
tains the 4-5 per cent growth 
forecast for the next decade, per 
capita income would be no 
higher in 2006 than in 1982 (in 
constant 1987 US dollars) and 5 
per cent lower than in 1974. 

Further delay on a compre- 
hensive solution will jeopardise i 
Africa's recovery. Creditors j 
must now offer the mmrimnm 
possible relief to ensure that 
reforming countries* debt bur- 
den is sustainable. This will 
m e a n more generous terms for 
rescheduling or writing off 
Paris Club debt. The World 
Bank should also improve its 
terms by reducing the qualify- 
ing period of reform from the 
six years currently stipulated. 

Jaznes Wolfensohn, the World 
Bank president should welcome 
Mr Brown's proposal for acceler- 
ated relief, rather than giving it 
a tetchy response as he did on 
Friday. He deserves credit for 
his own debt initiative, but he 
also needs allies. 

What is needed in particular 
is progress on the proposal that 
the IMF sells part of its gold 
stock in order to finance its 
share of debt relief measures - 
an idea lan guishing for lack of 
support from the US. Germany 
and Japan. Without this, there 
will be inadequate funding for 
the sort of terms required to lift 
the debtors out of the debt trap. 
The industrial countries must 
heed Mr Brown’s warning that 
impoverished countries cannot 
build for the new century on a 
mountain of unsustainable debt. 


Rewards of consultancy 
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Estimated job growth 
'os 1992-2005 in US occupations 

Human services workers 

^■■13' Computer engineers & scientists 



Systems. -analysts 
fiForaregals 

Operations researen analysts 
’Legal secretaries 

Insurance adjusters, examiners & investigators 
Management analysts 

Marketing, advertising 3 public relations managers 
Accountants & auditors 
Lawyers 

Computer programmers 
Financial managers 
Clerical supervisors & managers 
Marketing 8 sales worker supervisors 

Total all occupations 


'.Tie:! 

( 000 } 
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176 

72 

459 

220 

£97 

566 

1.243 

321 

723 

375 

1.5GS 
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When it comes to globalisation, 
something similar applies. Sup- 
pose. as a multinational, you 
want to employ a new supply 
chain technique. You are not 
sure how h will work in your 
remoter operations. The big con- 
sultants. with offices scattered 
from Vietnam to the Ukraine, 
may be able to tell yon. 

There has thus been a natural 
trend towards greater size and 
scope in consulting. In itself, this 
need not give clients cause for 
concern. There are few barriers 
to entry in consulting. It is passi- 
ble to make a good living as a 
specialist firm, or even a one-man 


band. At any one time, a big cor- 
poration may be using 50 firms 
on individual projects. 

At the same time, there have 
been almost no mergers among 
consultants proper. Granted, EDS 
acquired the traditional consul- 
tants A T Kearney two years ago. 
but that was a case of an IT spe- 
cialist broadening its range. It is 
hard to imagine McKinsey merg- 
ing with Boston Consulting 
Group or Bain & Co. Culture 
clashes apart, the growth oppor- 
tunities make it unnecessary. 

So what about the Coopers- 
Price Waterhouse merger? This 
brings us back to the fundaroen- 


T he planned onion of 
Coopers & Lybrand and 
Price Waterhouse is 
designed to bolster their 
combined share of the rapidly 
expanding market for business 
consultancy services to global 
companies. 

The services include helping 
multinationals manage tax, 
organise their staff globally and 
introduce change programmes 
and large information technol- 
ogy projects. According to Jim 
Schiro, the prospective chief 
executive of the new grouping, 
both firms are “solidly commit- 
. ted to offering our diarts world- 
class capabilities to help them 
solve the increasingly complex 


A bolster of business 


business problems they encoun- 
ter as they expand and global- 
ise." 

Business services are already 
the fastest growing income gen- 
erator for the two firms, and the 
same is true for fellow members 
of the Big Six accountancy firms. 

Price Waterhouse saw fee 
income rise IS per cent to 
S5-Q2bn in the year to June 30 
1996, and of that about 30 per 
cent, or S1.4bn. came from man- 
agement consulting, with a fur- 
ther 20 per cent from tax advi- 
sory services (though none of the 


firms are explicit about the pre- 
cise breakdown). Consulting ser- 
vices Income grew by 20 per cent 
in the year, while audit grew by 
just 10 per cent. 

Coopers had total fee income 
of S6.8bn in the year to Septem- 
ber 1996 - up 9 per cent on 1995. 
But management consultancy 
grew 14 per cent compared with 
audit at 7 per cent. 

The combined firm is expected 
to have between 20,000 and 
25,000 staff in consultancy and 
to generate income of &3.5bn- 
S4bn. 


The two firms say the merger 
will ping some large gaps in the 
skills they can offer to clients. 
Coopers is strong in business 
strategy and human resource 
consulting, while Price Water- 
house is ahead on packaged soft- 
ware and global IT implementa- 
tion. 

Among industrial sectors, Coo- 
pers has a lead in telecommuni- 
cations and consumer products 
while Price Waterhouse has a 
strong global practice in media, 
entertainment and chemicals. 
Both have strong presences in 
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Philips 

unplugged 

■ . Flags were half-mast outside . 
JEhndh oven’s hosteMes thfe 
weekend as Philips admitted 
that it's thinking of moving its 
headquarters from the southern . 
Dutch city after 196 years. 
Company boss Car Boahstra, a 
.year inti) his job, wants to be 
. closer to Stinpbol airport and 
Amsterdam's investment . .. 

. community. Unless the b ur ghers 
i of Brabant persuade him . 

> otherwise, some 350 executive; 
and support staff toU decamp for 
the capital. 

Of course 21,000 or so 
divisional employees will stay - 
jwt - though few believe ■ 
Europe’s largest electronics •’ 
outfit has finished 
bousedeazring after its latest ' . 
slide into the tied. The group's 
Dutch rites have So far escaped \ 
, the worst of the pain; but setting 
a. distance between the board 
.! mid the, “bleeders”, as Boonstra 
calls lossmaking units, may. 
mean! fife gets tougher at the . . 

. coalface. Moving would also 
allow the Friesian milkman's 
son. who came to Philips via 
Chicago’s Sara Lee^ to leave .. 
behind axecufives associated V . 
'with the ihdulgentaW order. = 
Founding family patriarch, 
92-year^d Frits Mips, . . 

described the latest plan as 

“terribly sad for our to wn”. And 


Philips staff were among 
thousands who called a hotline 
set up by Eindhovens Dagidad, 
flhe local paper. “It’s the 
beginning of the. end,” said one 
employee with 33 years service. 
“It makes the next steps in the 
break-up easier.” 


Whose partner? 

■ When coalition-building starts 
after yesterday's Polish 
elections, LeszekBalcerowicz 
wfD be the man everyone wants 
to talk to. 

As. finance minister in the 
early 1990s, Balcerowicz put 
Poland on track towards market 
reform. An economics don - who 
could always earn a living 
advising other central European 
governments - he's never looked 
the happiest politician. *7t was 
hard work getting the professor 
to learn to smile at people he 
hadn't been introduced to.” says 
one media adviser.- “Now he can 
manage a 15-second grin.” 

. The trouble is that most of his 
pro-business Freedom Union is 
deeply wedded to the Solidarity 
tradition, which led the 
anti-communist revolt in the 
1980s. But the AWS, the 
Solidarity-led coalition of 
rightwing parties, isn’t sure it 
can stomach the tough measures 
heeded to get the country in 
shape for European Union 
membership. Balcerowicz feels 
deep down that the reformed 


communist SLD is the only 
partner that can support his ' 
economic policies. 

His gruelling campaign in the 
industrial district of Silesia - 
dodging miners angry at the 
prospect of pit closures and 
pumping hwnrts and kissing 
babies at urban rallies - may 
have been tough. But it’s not a 
patch on the backroom 
horse-trading that is about to 
begin. 


Police squad 

■ When New York goes to the 
polls in November to elect a 
mayor, former police 
commissioner William Bratton. 
wpn’t he voting to re-elect Rudy 
Giuliani, his one-time boss. ‘1 
don't like the man and 1 see no 
reason to vote for him,” says the 
forthright Bratton, the man 
■ widely credited with slashing 
the city's crime rate. 

Bratton was ousted last year 
after, dashing with Giuliani over 
who should take the plaudits for 
New York's noticeably cleaner 
and less-mean streets. Now he 
says he’ll vote for challenger 
Roth Messinger * even though 
she is a Democrat in a city that 
he’s often criticised for being too 
soft on criminals. 

Bratton himself is being 
widely tooted as a potential 
mayoral candidate in future; but 
he’ll only say that he's - 
interested in public service and 


is keeping his options open. 
Spoken like a true politician in 
the making. 


London calling 

■ British prime minister Tony 
Blair may be losing his 
post-election glow at home, but 
Europe’s leaders have been 
queneing to heap praise on the 
bright and cheery Labour party 
leader. An expansive Jacques 
Chirac used last week's 
Franco-German summit in 
Weimar to opine that Blair 
would make a fap and impartial 
chairman of tbe European Union 
during Britain’s presidency next 
year. Not to be outdone, Hemut 
Kohl weighed in with his own 
view that Blair would be an 
“excellent” president. 

All in all. Anglo-German 
relations seem to be on a bit of a 
high. Former PM John Major 
was popular on a personal level: 
but the ward on the Strasse is 
that Kohl's got respect for a man 
who can keep his party in order. 
A string of British ministerial 
visits by the likes of foreign 
minister Robin Cook and former 
British Petroleum chairman 
Lord Simon have helped jolly 
things along, in feet relations 
have got so cozy that Bonn now 
keeps in touch with Downing 
Street through fortnightly 
telephone chats - putting Blair 
on an equal footing with French 
premier Lionel Jospin. 


picking a Big Six auditing firm 
has become the safe option. 
There is the further consider- 
ation that if things go wrong, tbe 
big firms can realistically be the 
target of multi-million or even 
bilii on-doll ar lawsuits. Thus. Coo- 
pers faces actions over tbe col- 
lapse of Barings and Maxwell 
Communications, while Price 
Waterhouse is being sued over 
BCCI. 

In the auditing world, then, 
bigger may indeed be better from 
the client's point of view. But 
that creates a problem. By con- 
trast with consulting, large-scale 
auditing presents huge barriers 
to entry. It is. after all. a statu- 
tory function: and it is not possi- 
ble for a Unilever or an Interna- 
tional Business Machines to turn 
to a small start-up firm to do the 
job. 

It follows that bigger also 
means fewer. For clients, this 
means less choice, as several of 
them bave forcefully pointed out 
in the past few days. But, the 
audit firms might reply, it is up 
to the clients to decide which cri- 
terion matters more. In the end, 
it is an issue on which the com- 
petition authorities may have to 
act as arbiter. 

One central question remains. 
Let us accept that big clients 
want big consultants, and may 
want big auditors. But do they 
want both combined? 


F or many companies 
this is surely open to 
question. The nature 
of the two jobs is quite 
different. Auditors are 
hired as watchdogs by sharehold- 
ers. At the extreme, their rela- 
tionship with managers can and 
should be adversarial. Consul- 
tants are discretionary advisers. 
In addition, auditors perform a 
statutory function. Consultants 
are hired to provide flair and 
imagination, and are paid accord- 
ingly. 

The biggest accountancy- 
consulting conglomerate to date 
is Arthur Andersen. There has 
been lively debate within the 
firm on whether the audit and 
consulting divisions should stay 
together. So far the answer is 
yes. but tensions remain. 

Andersen, it should be noted, 
has 2,700 partners. The combined 
Coopers- Price Waterhouse would 
have 8.500. How such a vast army 
might be co-ordinated defeats the 
imagination. 

But there is an alternative. 
Suppose the merged firm grasped 
the nettle and split itself by func- 
tion. as Andersen has failed to 
do. It would not only make the 
business more manageable. It 
would also give a salutary lead to 
both professions, and stop then- 
clients dreaming of monsters. 

banking, insurance, brokerage, 
mutual fimds and pharmaceuti- 
cals. At least two acquisitions 
are planned in the consultancy 
field. 

All the Big Six have difficul- 
ties recruiting skilled consulting 
staff, particularly those able to 
deal with multinationals. Coo- 
pers and Price Waterhouse hope 
to ameliorate this problem by 
being able to draw on a larger 
pool - though they admit they 
will still bave gaps in several 
areas. They hope to use the size 
of the combined group to attract 
consultants seeking global 
careers. 


tal difference between consulting 
and auditing. 

Auditing is a low-growth indus- 
try. Coopers, for instance, saw its 
audit fees rise just 7 per cent last 
year. It is also a commodity. As 
one industry expert puts it, the 
client can usually lop 10 per cent 
off the fee by simply suggesting 
putting the audit out to tender. 

In such an industry, size mat- 
ters. This is not so much a mat- 
ter of being global, since the big 
accountancy firms have been fol- 
lowing their clients around the 
world for the past century. 

But in the wake of the big cor- 
porate collapses of the late 1980s, 


Jim Kelly 


lOO years ago 

Gloom In St Petersburg 
Advices from St. Petersburg 
draw a very gloomy picture of 
the suffering and privation 
prevailing In many provinces 
as a result of the deficient 
harvest To. the unfavourable 
effect of untoward climatic 
conditions have been added 
the ravages of Hessian fly. 
and, to make matters worse, a 
bad hay crop opens up in 
some districts possibilities of 
a cattle famine. One effect of 
the disasters will apparently 
be a wholesale movement 
from the villages to the town. 
Landowners are making 
advances to the peasants on 
the condition that the 
recipients of loans repay them 
by working at some date for a 
lower pay than is usual. 

50 years ago 

German Reparations 
Berlin. 20th SepL German 
industrialists and workers, as 
well as reparations claimants, 
are awaiting with anxiety the 
publication, expected this 
week, of the British and 
American list of German 
plants available for 
reparations in the combined 
Western Zones. A senior 
British official in the Ruhr 
said: “The list will not be 
perfect, and we must concede 
that But Germany started the 
war and laid waste a great 
part of Europe, and this is a 
part of the price Germany 
must pay.” 
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Banks warned of chaos 
over ‘millennium bomb’ 


By John Rkkflng in Hong Kong 
and Atan Cam in London 

The Inability of some bank 
computers to deal with dates 
after 2000 risks damaging 
International payments syst- 
ems and even the global econ- 
omy. William McDonough, 
president of the New York Fed- 
eral Reserve Bank, warned 
yesterday. 

Mr McDonough said many 
banks have yet to focus on the 
issue known as the "tnfilen- 
nium bomb” which threatens 
to create social and commer- 
cial chaos in early 2000. 

"Failure to get It right win 
afibct the integrity of the pay- 
ments system and the perfor- 
mance of the domestic, and 
even the global, economy.” he 
told the Institute of Interna- 
tional Finance, which Is meet- 
ing in Hang Kong ahead of the 
IMF/World Bank meetings. 

The reserve bank president’s 
warning came amid growing 
concerns among computer spe- 
cialists over reports of easy 
solutions to the problem. They 
say assumptions that a "quick 
fix" is possible are creating a 
false sense of security among 


companies and individuals 
who should be assessing their 
vulnerability to the bomb and 
be ginning remedial work. 

Karl Feilder, chief executive 
of Greenwich Mean Time, a 
UK consultancy, said: "The 
danger is that these spurts of 
false optimism perpetuate a 
very attractive myth that 
someone, somewhere, will fix 
the world's 2QQQ problem." 

The bomb is a consequence 
of software techniques com- 
mon in the 1970s and 1980s 
where programmers saved 
expensive computer memory 
by recording years as two, 
rather than four, digits - 97 
instead of 1997. Most comput- 
ers systems will be unable to 
distinguish between the 20th 
and 21st centuries, with unpre- 
dictable and potentially disas- 
trous results. 

Last week, Nicholas John- 
son. a 14-year-old from Christ- 
church, New Zealand, was 
widely credited with having 
developed a core for the prob- 
lem in personal computers. Mr 
Feilder believes Mr Johnson’s 
solution, if It works, will be 
useful {or only about l per 
cent of systems at risk. 


"There are only 696 business 
days left before 2000 hits us. If 
you are running a large per- 
sonal computer network, your 
Year 2000 project should be 
well under way." 

Mr McDonough said too 
many banks were relying on 
outside specialists to solve the 
problem for them. "We found 
that even if a vendor made 
a ppropriate mnrifflraHfing and 
tested a product, there can be 
no guarantee it win work prop- 
erly," he said. 

Mr McDonough also 
expressed concern over the 
lack of skilled programmers 
available. "There is a limited 
pool of skilled technical staff 
to make needed changes, and 
demands on this pool are 
growing a a the time draws 
closer," be said. 

By now, he said, financial 
institutions should have Iden- 
tified what work needs to be 
done and be near the final 
stages of developing plans to 
address the issue. He added 
that most large institutions in 
the US plan to have their 
major applications available 
for external testing by the mid- 
dle of next year. 


UK seeks freight change 
to Eurotunnel agreement 


By Chartes Batchelor 
In London and Andrew Jack 
in Paris 

Demands by the British 
government that Eurotunnel 
carry more freight through the 
fihawMi tunnel axe threaten- 
ing an agreement between the 
UK and France to extend the 
company's operating licence. 

The UK department of trans- 
port said yesterday it was 
seeking changes in the provi- 
sional agreement reached in 
July between Eurotunnel ami 
the British and French govern- 
ments. 

It is pressing the company to 
make a firmer commitment to 
increase freight shipments, 
and wants a larger share of 
future profits if that is not 
achieved. 

The agreement to extend the 
company’s operating licence 
by 34 years to 99 years was an 
important factor in persuading 
Eurotunnel's shareholders to 
back its financial restructuring 
in July. News that the UK gov- 
ernment wants to change it 
will worry bankers involved in 


restructuring £8-5bn ($l3£bn) 
of Eurotunnel's debt 

It emerged at the weekend 
that banks holding more than 
half of this debt have now 
voted In favour of the plan, but 
many have yet to decide. 

News of these developments 
came on the eve of today's 
announcement of Eurotunnel's 
results for the first half of the 
year. City analysts expect 
them to show a pre-tax loss of 
about £300m. down on the 
£372m loss last time, but 
higher than first forecast 
because of November's fire. 

Under the deal between 
Eurotunnel and the two gov- 
ernments, it was provisionally 
agreed that the company 
would pay 25 per cent of post- 
tax profits during the extended 
concession period, from 2052 to 
2066. It is suggested that the 
UK government may seek to 
increase this to as much as SO 
per cent of profits. 

The department of transport 
said yesterday: "The govern- 
ment is looking for a better 
figure than 25 per cent, but it 
would not expect it to be very 


much higher. It was agreed in 
July that all three parties 
would go away and consider 
their positions and negotia- 
tions are still to be completed." 

The UK government is keen 
to increase rail-freight ship- 
ments through the Channel 
tunnel 

The company needs to reach 
agreement with the two gov- 
ernments soon. The timetable 
of its complex financial-re- 
structuring plan requires it to 
give board approval to some 
warrants by mid-November. 

City analysts have queried 
the monetary value of extend- 
ing the concession by 34 years 
to 99 years, but the company 
believes the announcement of 
a provisional deal had an 
important "emotional impact" 
on shareholders at a highly 
charged extraordinary meeting 
in Paris in July. A different 
deal now conld damage the 
confidence of shareholders and 
the banking consortium. 

Eurotunnel's shares were 
unchanged at 67p on Friday, 
valuing the company at £308m. 

UK ndl accident. Page 7 


Setback for the SPD in Hamburg election 


Continued from Page I 

polled 18 to 14 per cent, 
broadly in line with the previ- 
ous pails, and will be the third 
largest g roup bn the 121-seat 
parliament. The electoral suc- 
cess of the DVU - described 
last night by Ole von Beast, 


the CDU candidate, as "Nazis” 
- caused anguish and heart- 
searching among politicians. 
Political analysts said the far 
right almost certainly picked 
up votes after law and order 
became a significant issue in 
Hamburg. 

Mr Voscherau’s decision. 


which came two hours after 
polls dosed, threw the future 
of Hamburg politics into con- 
fusion. A coalition of SPD and 
Greens is the most likely out- 
come, although Mr van Beast 
suggested a coalition of CDU 
and SPD to smother the far- 
right challenge. 


G7 presses 
Japan on 
using weak 
yen to spur 
recovery 

By Roboit Cftote 
in Hong Kong 

Robert Rubin, US Treasury 
secretary, expressed concern 
over the weekend at the con- 
tinued weakness of the Japa- 
nese economy which has 
depressed the yen and taken 
the US trade deficit with Japan 
to a two-year high. 

Tokyo said it was not relying 
an an excessively weak cur- 
rency to boost exports and 
raise economic growth. 

But finance ministers from 
the Group of Seven leading 
industrial countries, meeting 
in Hong Kong, put further 
pressure on Japan to boost 
growth by promoting domestic 
spending rather *hnw relying 
too much on exports. Their 
statement emphasised "the 
i mpo r ta nce of avoiding exces- 
sive depreciation where thin 
could lead to the reemergenca 
of large external imbalances”. 

With the US trade deficit 
with Japan reaching fSJftm in 
July, US officials have become 
increasingly critical of the Jap- 
anese authorities’ failure to 
bolster domestic demand to 
reduce their trade surplus. The 
dollar rose to more than Y132 
at the end of last week, having 
strengthened from Y1I4.5 
when the G7 last met in Jims. 

Japanese nfflHnln said Hiro- 
shi M+tyfgnfrg flwmwi minis- 
ter, at bilateral discussions 
earlier had reassured Mr 
Rubin he understood "the sig- 
nificance of avoiding overly 
weak err-HangP rates”. 

But Mr Rubin said on Satur- 1 
day Japan's economic growth 
figures for the first two quar- 
ters of the year "are viewed in 
the finan c i al markets as creat- 
ing concern". He added that "it 
is a concern that we all share”. 

Harnhfkn Kuroda, a finance 
ministry official, said: "Japan 
mafntatnad its stance that it 
would not intentionally use s 
weak yen as a tool, to spur its 
economic recovery." 

The reference to "excessive 
depredation” in the G7 state- 
ment represented a toughen- 
ing in language from previous 
meetings. The group repeated 
its view that exchange rates 
should reflect economic funda- 
mentals and that excess vola- 
tility is undesirable. 

The rest of the G7 reacted 
unenthusiastically to Japan's 
suggestion of a SlOObn regional 
fund to help countries facing 
financial crises such aa the one 
that afflicted Thailand this 
summer. Ministers expressed 
concern that the existence of 
such a fond could weaken the 
desirable pressure on emerg- 
ing market countries to 
i m p rove their economies and 
fin anc ial systems. 

"When you are insured, yon 
worry less about the fire,” said 
Dominique Strauss-Rahn. the 
French Atapi* minister. 1 

See Lex 


FT WEATHER GUIDE 


Europe today 

Western Norway wfll be cloudy and 
showery with a cool north-west wind 
off the Norwegian See. 

Finland wfll have a mix of sunshine 
and ehowera, but the rest of 
Scandinavia wS be mainty fine and 
(Ay although ft wfll be cold, especially 
In the north. 

A frontal system over north-western 
Russia and the Britic states wffl bring 
doud and some rain. 

The central Mecfiterranean wffl have a 
few thunderetorms, eepeciaSy over 
Sfcfly and Sardinia. 

High pressure over the rest of Europe 
wffl bring dr/ and settled weather with 
plenty of sunshine after morning fog 


Five-day forecast 

Most of Europe will have dry, settled 

weather with morn in g fog. However, 
the central Mecfiterranean wM have 
outbreaks of thunder until Thursday. 

Thundery showers wfll develop over 
Portugal on Thursday and Friday. 
Scandinavia w» be fine until 

Thursday, but cloud and rain will 
return. 

TODAY’S TSMPBKATUMB 
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Diet of Worms 


Pranjois Plnault's FFr30bn 
GMJKbn) raid on Worms & Cozupag- 
aie, foe biggest hostile bid yet seen 
in Fiance, looks a bit of a try-on. 
True, Worms appears a textbook 
victim - a rag-bag holding company 
trading at a big discount. A 
rad-blooded takeover might even 
seem a merciful solution. For one 
thing; value could be added just by 
breaking the company up. There Is 
probably scope too to sharpen man- 
agement at' Wbrms's main . busi- 
nesses. The travails of Arjo Wiggins 
Appleton, the UK --paper producer 
Worms effectively controls, cer- 
tjEdnly suggest sb. ... 

-Yet selling cRzt to Mr Pfoault still . 
looks a sub-optimal solution ,fot- 
Worms shareholders. There is. no 
significant industrial logic in com- 
bining Worms's big businesses in 
paper, sugar and insurance with Mr 
PlnauXPS dominant stake in retail 
group Pinautt. Printemps Redoute. 
For an foe value he could doubtless 
add, -there is still nothing Mr Pin- 
anfi can do which Worms ooold not 
-■f£ that is, it put its mind to it. 

Hence the challenge for Worms’s 
dominant shareholders - various 
family holdings, -jSfil (an Agnelli 
holding company) and Insurer AGF. 
Why tell to Mr ftnault at a big 
discount to analysts’ estimates erf 
Worms's break-up yahie, when the 
better solution woiild be. to 
tougher management and break the 
company up themselves? There 
would, be mate, to -be said for ac- 
cepting Mr Plnault’s cash if the 
only altemative was the status quo. 
But it is not If foe bijj shareholders 
have to rely an Mr Pinault to shake 
Worms up for them, they- win have 
felled. 

French, takeovers 

Sacrfi bleul For France to be 
simultaneously hosting two big hos- 
tile takeover situations is truly 
r emark able 0"° — for f-wgfrm — is 
rooted in boring old Industrial logic. 
With French supermarket groups 
constrained from organic expansion 
wnd their number fast - shrinking, 
aggresskm is perhaps not surpris- 
ing. But Pinault’s bid for Worms is 
something else again - an offer 
based on nothing more than aggres- 
sive management This Is capital- 
ism as naked as it gets. 

Should this outbreak of hostilities 
have France's corporate grandees 
looking nervously over their soignt 
shoulders? Yes and no. Unxnlstakea- 
bly, even the most cosseted French 
boards are feeling tougher pres- 
sures to perform. To see that a cote- 
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rie of friendly shareholders is no 
longer foe protection it' once was,' 
one need only glance at the fete of 
UAP, the insurer close to the heart 
of foe French establishment, at foe 
hands of "merg e r" partner Axa. 

But do not get carried, away. Cosy 
deals are not entirely a thing of the 
past as the empirebuilding Sues/ 
Lyounaise des Eaux merger proved. 
Moreover. France has rather too 
few plausible corporate raiders for 
hostile takeovers, to be a really 
widespread threat. . It ris, for 
instance, no coincidence that foe 
aggressors . have so often been 
retailers. Fart of the explanation is 
their hemnuad-in market. But just 
as important is the retailers’ 
unusual shortage of top manage- 
ment from. Fiance’s clubby ante. 
Their wfifingness to challenge the 
rules may not mean the rest of the 
game has changed. 

IMF/Capital markets 

The folmlnations of Malaysia's 
prime minister. Dr Mahathir 
Mo hamad, rite: obscuring a serious 
point: the key Issue for developing 
countries is not so ranch exchange 
rate regimes as liberalising capital 
account transactions. After all, it is 
free investment flows, whether 
portfolio or direct, that allow for 
improved allocation of savings and 
investment and! ultimately, stran- 
ger growth. And the 5 -per cent to 8 
per cent of grass domestic product 
annual capital inflows received by 
Asian countries in recent years has 
been a significant factor In their 
peppy economic performance. 

The rite, though, is that develop- 
ing countries take a rather different 
lesson from Asia: that it was finan- 
cial liberalisation that caused all 
the turmoil in the first place. This 
would be a mistake — exchange 
rates are simply a barometer for 


underlying economic and pohtieai 
SSSS^nts, albeit sometimes 
exaggerated. The turmoil to Tbaf- 
SJrifor example, was clearly a 

S&iL w ° f 

domestic bank lending, and was not 
cansed by speculators. 

Still, if developing: countries are 
to Sntiime opening 
markets, bodies suchas 
tional -Monetary 
engage in some hand-holding. That 
whv initiatives taken jb Hang 
gong, to extend: the IMF’s m anda te 
to capital account, liberalisation, 
should be welcomed-* With a better 
structure of international assis- 
tance in place, there will be less 
chance of anybody hstamng to the 
eccentric views of Dr Mahathir. 

Sterling 

Hard pressed exporters are hop- 
ing that sterling’s six per cent fen 
from its July high heralds a much 
larger correction. But are there any 
grounds for hope? Yes: sterling was 
driven higher by a strong dollar - it 
still trades as a dollar bloc currency 
- and the UK being the only lead- 
ing economy where interest rates 
were rising. Recently, though, foe 
dollar has slipped back, and the 
interest rate argument has lost 
some of its gloss: foe economy looks 
to be slowing and foe Bank of 
pnginwd has cast doubt on the need 
for higher rates. Meanwhile, mar- 
kets have revised up their expecta- 
tions for German rates. 

These arguments, however, must 
be kept in perspective. Hopes of 
wphar German rates are. if any- 
thing, a touch overblown; foe 
D-Mark has fairly limited upside 
from current levels. And the view 
that uk rates have already peaked 
looks a bit sanguine. Ah, say ster- 
ling bears, but what about mone- 
tary union? Should the UK want to 
join - and rumours of a late dash 
for 1999 entry persist - it would 
probably want to enter at a more 
competitive bilateral rate - say, 
DM2 j 60, compared to DM2£8 now. It 
might even succeed: fellow Emu 
members would drive a hard bar- 
gain, but not something the econ- 
omy could not bear - foe mistake 
made when sterling entered the 
exchange rate mechanism at a cen- 
tral rate of DM2J5. 

These factors, and the clear pref- 
erence of the authorities for a 
sli ghtly weaker pound, will proba- 
bly keep a lid on it But there will 
be no decisive move from current 
levels until both UK and German 
data reveal a clears- trend. 



Soafgfaienmg the Rhine has speeded up shipping but has also infflosed twice yearly flooding on the citizens of Cologne. 
Now. 2,000 hugp Kns&eda pipe seals from John Crane ftrfymer Engtoegrtng will be c nirial tt) flood oonnoL 
Rom 1998, flood water will be stored In a massim pipe Beservotr uncildie river teed drops. Diggngvagg mfh ps-wonV I 
disruption, so contactors lower the 50 tonne concrete pipes, which have walls 0.5m thick: into large holes. They- am rh^n yafaj 
with specialty designed Forshcda pipe seals - amongst foe togesr ever made at 3.6m in diameter - ted jadted through die ground. 

Thanks io us no eau will Bow out in Cologne 

John Crane Is one of Tl Group’s three spedalisedeigiiieaingbusineKcs, the odvos being Bundy and Dowty. 

Each one is a technologica] and market leader in its Bdd Tbgeiber, thdrsperialist skills enable 
T1 Group to ger the critical answers right forte customers^ Worldwide. 



Globa! Spedafised Engineering 


Rw farther fafiwnaricn about theU Group, ( 
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To capitalise on its association agreement 
with the EU, the government must balance 
security concerns with faster economic and 
political reforms, reports Roula Rival af 



regime 


"jSfovember the 10th 
iversary of Ur: 
Ztne.Al AbJdine Ben All’s 

takeover, the record of the 

past ■ decade, with its 
acfaj e wanen t e and its short- 
comtnga;wllI be oyershad- 
. owed by the important chal- 
lenges that he ahead in the 
cmhtdg years. 

- Tunisia today is at a croas- 
. roads. It has taken the bold 
step of. signing an assodfr 
tion . agreement .with the 
European^ Union that la 
gtmprf at anchnrfrvg jts econ- 
omy and society in the Euro- 
pean sphere. But making a 
success' of the agreement 
’ wiDj dflpand an the Ben All 
regime'* ability to balance 
its overriding security con- 
cerns: with the need to accel- 
erate economic reforms and 
to loosen - government con- 
trol inboth the economic 
rolpbUU cd fields. 

Since Mr Ben All pushed 
w ffl^o the ailing Habib Bour- 
gulba, founder of modem 
Tunisia, in a -bloodless coup 
In 1987, he has gradually 
cansdBdated' power and dim- 
boated potential sources .of 
distent ^ In. the short-term, 
fhfa baw hmn g ht stability to 
a country sandwiched 
'.between unruly Libya -and 
bloody Algeria, a feet valued 
by. western governments- 
who have largely, turned a 
bUnd neye to the govam- 
mtmri human rights abuses. 

- .On, taking ova Mr Ben All 
promised to turn his back on 
repression, and' usher In a 
. period of tolerance. Tunisia’s 
Islamist al-Nahda movement 


was allowed to put forward 
independent candidates in- 
tbe 1989 general election. 
Two years later, however, 
after a violent incident 
which was blamed on the 
Islamists, the government 
moved to crush al-Nahda. 
Gradually, government 
repression widened to 
include the secular opposi- 
tion, some of whom had 
actively supported the gov- 
ernment's moves against 
Islamists. Uhlans have been 
tamed, so have legal opposi- 
tion parties, and even Tuni- 
sia's human rights langiiA 

The violence in neighbour- 
ing Algeria In 1992, brought 
about by the cancellation of 
elections Islamists were 
about to win, became a justi- 
fication for suppressing all 
forms of free expression, 
according to the govern- 
ment's opponents. 

• The regime has also 
sought to fight the perceived 
Islamist threat on other 
fronts. Mr Ben Ah has appro- 
priated the slogans of Islam- 
ists and made himself the 
champion of youth, women, 
the poor and the unem- 
ployed. He has developed a 
system of social assistance 
for disadvantaged cmmnnni- 
ties through a solidarity 
fond run directly by the 
presidency. 

Slowly and cautiously, Mr 
Ben All has pursued a pro- 
gramme of economic reforms 
that .has diversified and 
opened up the economy 
wbfiB ensuring a continued 
strong state role and avoid- 
ing the risk of social unrest 


The reforms have led to 
moderate but steady growth 
and lifted per capita income 
growth burn L15 per cent a 
year in 1981 to 1986 to 2.44 
per cent a year after 1987. 

. On many social indicators, 
Tunisia has performed better 
than other countries in the 
region with similar income 
levels, fnfent mortality baa 
dropped to SO per thousand 
births; the rate of population 
growth has fallen from 2.4 
per cent to about 1.7 per 
cent; the rate of absolute 
poverty has dropped from 
1L2 per cent in 1985 to under 
&2 per cent in 1995. Atten- 
tion has been given to educa- 
tion reform and women’s 
rights, already well devel- 
oped under Mr Bourguiba. 

But since signing the EU 
agreement in 1995, with the 
«tm of creating a nosi-agri- 
cultural free trade zone 
within 12 yearn, Tunisia baa 
entered a delicate transition 
period. 

The numbers of new job 
seekers will rise over the 
next few years. This and the 
EU agreement, in the medi- 
um-term, will put further 
pressure on unemployment 
levels - already reaching 
about 15 per cent The dis- 
mantling of tariff barriers 
will also reduce government 
revenues and could lead to 
the collapse of between 15 
per cent to 30 per cent of 
Tunisian industry. 

The challenges present a 
dflemma for the government 
On the one Rand, the EU 
agreement heightens the 
government's apparent ffeel- 
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Tourism and other foreign exchange receipts (9m) 2,445 n/a 
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November 1987 and won pre al da rti al 
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(prs al dant te l and pa fl emer tm y) 


presided over by the head at statu, 
who Issta head of the exacuthre. 
Should the Council of IftiMM not 
receive the support of the Chamber 
of Deputies It may be dtaoivad by 
the president and stations far a new 
assembly held. Last cablnst reshuffle 
January 20 1997 


a 


lug of vulnerability, and 
thus can be used to justify 
increased levels of caution 
and vigilance. 

On the other hand, to 
overcome these challenges, 
the agreement also requires 
the government to move fas- 
ter on liberalisation, which 
means reducing the state's 
hold on the economy and 
accepting that control will 
have to be ceded to market 
farces. Bath the World Bank 
and the ltttematlni) nl Mone- 
tary Fund have warned that 
Tunisia must speed up its 


n wfn rmg and Im plemen t the 

agreement In less than 12 
years or risk missing out on 
its benefits. 

In spite of the reforms 
of the past decade, the state 
continues to play a domi- 
nant role in the economy. 
The public sector’s share of 
value added went from 48 
per cent in 1985 to about 40 
per cent today. 
The state still accounts far 
more than 60 per cent of 
batik assets and public 
enterprises make up about 
22 per cent of GDP, accord- 


ing to the World Bank. 

Moreover, foreign invest- 
ment in many fields still 
requires prior government 
approval and the govern- 
ment’s paternalistic attitude 
leads it to exercise indirect 
control - and to interfere - 
in the private sector. 

Diplomats In Tunis say the 
authoritarian attitude of the 
regime can affect its ability 
to liberalise the economy 
and move forward with 
reforms to accelerate 
growth. “The reforms they 
have to undertake will 


directly affect the ability of 
the government to control 
the system,” says a foreign 
diplomat. “But they insist an 
maintaining control so they 
have to Tni| i fn a fundamental 
decision." 

The underlying reluctance 
to reduce state control over 
the economy is evident in 
the Blow pace of privatisa- 
tion, which the World Bank 
has urged the government to 
speed up. 

The absence of press free- 
dom and other checks on the 
government are increasingly 
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loading to allegations of cor- 
ruption and to questions 
about the effectiveness of 
the rule of law. The govern- 
ment, for example, turns a 
blind eye to widespread tax 
evasion amnng the business 
community. But, says a dip- 
lomat “When someone gets 
out of line, then the tax 
authorities come down on 
them." 

At a time when Tunisia is 
struggling to attract foreign 
direct investment, diplomats 
say such a factor of “unpre- 
dictability” is detrimental. 
To accelerate growth and 
create jobs, the government 
is betting on more than dou- 
bling inward investment 
over the coming years from 
the tiny TD93m recorded last 
year outside the energy sec- 
tor. With a small domestic 
market - total population is 
about 9m - Tunisia has to 
compete far inward invest- 
ment with countries of the 
Mediterranean as well as 
Eastern Europe and Asia. 

Given thp achievements of 
the past 10 years and that 
Tunisia boasts a large 
Continued on Page 6 
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ECONOMY • by Roula Khaiaf 


Scepticism over EU accord 


Balancing social 
concerns with the 
need to accelerate 
rowth will pose 
[cult choices 

Two years after Tunisia and 
the European Union signed a 
partnership agreement aim- 
ing to create a non-agricul- 
tural tree trade zone by 2003, 
Tunisia is frustrated by the 
fact that Brussels has deliv- 
ered very little, and weary 
about the accord's medium- 
term consequences. 

The Tunisian economy 
today is perhaps the best 
placed among countries in 
the southern Mediterranean 
engaged in the Euro-Med 
partnership initiative to take 
advantage of the accord. The 
structural adjustment pro- 
gramme the country went 
through in the past decade 
has been slow and cautious. 
But it is deemed a model of 
success by the World Bank. 
Infla tion has been reined in 
from 10 per cent in the early 
1950s to 3.7 per cent last 
year. The budget deficit 
reached only 3 per cent in 
1992 to 1994. but rose again 
in 1995 and 1996. Throughout 
the programme, Tunisia 
remained committed to an 
elaborate social safety net. 
Today, social indicators are 
among the best in the region 
and the country' boasts a 
large and relatively well-edu- 
cated middle class. 

But the gamble Tunisia 
has taken with the EU agree- 
ment requires faster growth 
rates. Averaging 4.5 per cent 
in 1992 to 1996. GDP growth 
fall behind the targe tted 5.8 
per cent. Unemployment, 
meanwhile, continues to be 
around 15 per cent. 

The government has now 
devised an ambitious 9th 
plan, r unning from 1997 to 
2001. Growth is to reach 6 
per cent a year. Inflation is 
not to exceed 4.1 per cent; 
the budget deficit will 
remain at below 2.4 per cent 
of GDP. Investment rates are 
to rise to 27.6 per cent of 
GDP from 24.3 per cent 
today. The plan aims to 
attract TD460m in yearly for- 
eign direct investment, with 
TD250m of it outside the 
energy sector. 


The European Union agreement 


Tunisia was the first country to sign a 
partnership agreement with the European 
Union in 1995. Two years later, however, 
several EU countries have yet to 
individually ratify the accord, the main 
reason why several programmes already 
discussed with Tunisian authorities are still 
waiting to be implemented. 

The EU has pledged Ecu4.6bn over five 
yean for all Mediterranean countries that 
sign partnership agreements. Amounts are 
assessed according to performance and 
merit of projects presented. EU officials say 
Tunisia has been impressive in presenting 
projects. In spite of the delays in 
disbursement or funds for EU programmes, 
Tunisia has begun to meet its obligations by 
lifting tariffs. 

So far, out of 11 projects planned for a 
total of Ecu266m, only funds for one 
programme - an EculOOm budgetary 
assistance - have started to be disbursed. 
The first tranche of Ecu60m was paid out 
earlier this year while the rest is being held 


up by government delays in meeting 
required privatisation targets. Meanwhile, 
EU officiate admit that a programme to 
assist companies in their restructuring has 
been badly handled and has yet to provide 
advice to the Tunisian private sector. 

The accord, aiming to create a 
nan-agricultural free trade sane with the EU 
by 2008 stipulates that the dismantling of 
barrios to EU products be phased in over 
the 12 years. In the first years, the lifting of 
barriers will largely affect goods not 
manufactured locally and raw materials. 
This should boost the profits of Tunisian 
companies and encourage them to invest in 
modernising their plant and equipment 

Agriculture, Tunisia's main export - is 
excluded from the agreement and Tunisia’s 
olive oil quota of 46,000 tons per year may 
be renegotiated in 2001. The EU market is 
already open to Tunisian textiles, another 
significant export product and industrial 
goods have had preferential entry treatment 
under the old 1976 accord. 


Whether targets are met 
however, will depend on the 
pace of economic reforms. In 
spite of structural adjust- 
ment, Tunisia’s economy 
remains highly protected 
and the state continues to 
play a large role. 

With a state sector still 
accounting for about 40 per 
cent of the economy, privati- 
sation. which the govern- 
ment has been painfully 
slow to implement, has been 
cited by the World Bank and 
the international Monetary 
Fund as among the top 
reform priorities. So far, 
however, only about $300m 
has been raised in the sale of 
only 76 companies, most of 
them small and about 50 per 
cent in the tourism sector. 

Multilateral institutions 
have also warned that Tuni- 
sia needs to speed up the 
pace of trade and investment 
liberalisation to enhance its 
international competitive 
position. About 40 per cent 
of total investment still 
requires prior government 
authorisation, according to 
a 1996 World Bank report In 
spite of significant trade 
liberalisation, the IMF 
says that Tunisia appears 
to have moved more slowly 
and to have kept higher 
average tariff protection 
than several other compara- 


ble countries and regions. 

“We are committed to a 
new rhythm in reforms." 
says Mohamed fiHannnnrhi , 
the minister of international 
co-operation and foreign 
investment. “Bat the pace 
has to take into account our 
absorption capacity and 

maintain the SOCial halanov 

We want no ruptures to 
avoid the problems at oth- 
ers." 

Balancing the social con- 
cerns with the need to accel- 
erate growth leaves Tunisia 
faring difficult choices over 
the nest few years on sev- 
eral fronts. 

• Unemployment could be 
exacerbated over the 
medium term. In 1992 to 
1995. total new entrants into 
the workforce averaged 
61500 a year, for which on 
average some 55,000 jobs 
were available. But new 
entrants into the workforce 
will rise to 72,000 a year over 
the life of the 9th plan. To 
this most be added the 
effects of modernising Tuni- 
sian industry. The ministry 
of employment has esti- 
mated that about 10,000 
workers will have to be 
retrained every year. 

• There is a need for further 
diversification of the econ- 
omy. Agriculture’s share of 
GDP has declined to about 


14 per cent but the sector 
accounts for about 30 per 
cent of employment. The 
current account deficit, 
which last year stood at 3.6 
per cent of GDP, has 
improved, and Tunisia has 
been able to finance it 
through international bor- 
rowings on capital markets, 
without raising foreign cur- 
rency debt to GDP or debt 
servicing ratios. But with an 
impart bill that already 
reaches about 10 per cent of 
GDP, the current account 
could come under pressure if 
EU opening leads to a flood 
of new imports. 

• The dismantling of barri- 
ers will increase pressure on 
finances in the short term. 
The government estimates a 
total loss in fiscal revenues 
over the period of TDLSbn. 
which it plans to compen- 
sate for through direct taxes 
on consumption. 

T unisian industry, in the 
short term, will also suffer. 
Some studies have estimated 
that up to 30 per cent of 
industry will go under, while 
another 30 per cent could 
face difficulties. 

An elaborate upgrading or 
mise h niveau programme is 
under way, with some 2,000 
manufacturing companies 
(out of a total of 10,000) 
expected to be upgraded. 
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The government estimates 
the cost of the mise a nto&rn 
at TD2£bn until 2000 (or 15 
per cent of GDP). Most of the 
outlays win come from com- 
panies' investment pro- 
grammes, wtth the govern- 
ment subsidising 10 per cent 
of physical investments and 
70 per cent of the cost oF 
professional training. The 
first subsidy, however, is 
paid out of a fund from new 
taxes imposed on all compa- 
nies. 

• The uncertainty over the 
EU agreement has led to hes- 
itation in the private sector 
and to stagnating invest- 
ment levels. The rate of 
investment stood at about 
249 per cent Of GDP in 1996, 
compared to 25£ per cent In 
1993. The government says 
there are indications that 

investment is beginning to 

pick up this year, wtth a rise 
of 27 per cent in bank loan 
commitments so far this 
year. Banks, however, report 
that loan demand remains 
low. 

The government Is p inning 
hopes for creating Jobs and 
accelerating growth on for- 
eign direct investment, 
which averaged a puny 
TD93m in 1996. Mr Ghan- 
nouchl says FDI is picking 
up and he remains confident 
that Tunisia will exceed tar- 
gets set out in the 9th plan. 

Foreign diplomats in 
Tunis, however, are scepti- 
cal. and estimate that Tuni- 
sia. wtth its tiny market, 
la hom- rigidities and strong 
state control over the econ- 
omy, will have a difficult 
time competing with other 
emerging markets for for- 
eign Investment 

In a country' where the 
government continues to 
direct the private sector, 
businessmen are being 
called upon to asrume their 
responsibility - invest and 
seek foreign partners. Gov- 
ernment nfHrinlc wait! that 
the government will acceler- 
ate top dismantling of ta riffs 

on finished goods in certain 
industries where it sees that 
private operators are delay- 
ing their mise a niveau. 

The problem, however, is 
that local business, still 
largely dominated by fami- 
lies, is reluctant to open up 
its capital, let alone bring in 
foreign partners. 

Moreover, some business- 
men estimate that creating 
the necessary dynamism will 
also require a re thinking of 
aspects of the government’s 
strategy. First, the private 
sector says that competing 
with Europe will be so diffi- 
cult that efforts ^hniild be 
made to open markets out- 
side Europe, especially 
among neighbouring coun- 
tries. This, however, depends 
not only an political develop- 
ments but also on the gov- 
ernment’s ability to push for 
free trade deals with other 
Arab and African countries. 

Second, the government is . 
now focused on upgrading 
industry while restricting 
foreign investment in ser- 
vices and delaying privatisa- 
tion in the sector until 2000. 
Some studies have shown, 
however, that Tunisia has a 
clear comparative advantage 
in services. Yet the private 
industry is being asked to 
upgrade and compete with 
European companies with- 
out having the advantage of 
an open services sector. 

“If we liberalise we should 
liberalise everything," says 
Roger Bismuth, a member of 
the executive bureau of 
Tunisia’s employers federa- 
tion. "If we want to compete 
we should have the same 
weapons as our competitors. 
We cannot be disadvantaged 
through the banking and 
insurance sector and com- 
pete with European compa- 
nies.” 



irVMJ 

m 

President Zkw Al Abidme Ben M resists strong opposition 

POLITICS • by Roula Khaiaf 


Official discourse 
at odds with reality 

Change from 
within is unlikely 
although themes of 
human rights and 
democracy recur 


Democracy, pluralism and 
h uman rights are recurring 
themes in Tunisian official 
discourse. On the surface, 
Tunisia has the institutional 
framework of a pluralist sys- 
tem. President Zine Al Abi- 
dine Ben Ali was elected in 
1994 for the second time. 
There are parliamentary and 
mnnirfpfli elections and sev- 
eral legal opposition parties. 

But toe official discourse 
is*at odds with the political 
reality. Mr Ben Ali was 
elected with 99 per cent of 
the vote. A formula effec- 
tively handed the opposition 
19 out of 163 seats in the 
legislative elections of 1994 
The parties did even worse 
in the municipal poll the fol- 
lowing year, winning a mere 
six out of 4,090 seats - 
-results which led to charges 
of election rigging. 

The local press in Tunisia 
is passionately pro-govern- 
ment and so lacking in criti- 
cism that even some govern- 
ment officials admit the need 
for more liberal journalism. 
The only party that gets cov- 
erage is the Rassemblement 
Constitutionel Destourien, 
the all-powerful government 
party, whose reach extends 
deep into the country. It 
counts 70.000 active mem- 
bers and 7,500 cells and even 
provides social services to 
disadvantaged communities, 
effectively taking over the 
work often done by Islamist 
charities. 

Abdelaziz Bendhia. bead of 
the RCD, says Mr Ben Ali is 
committed to democracy. 
The president he says, has 
even promised that the RCD 
will only contest 80 per cent 
of seats in the next munici- 
pal elections, allowing the 
opposition to win toe rest 
The opposition's share of 
seats in legislative elections 
is also to be widened. 

Hovrev®, not much oppo- 
sition should be expected 
from the legal opposition 
parties. This group supports 
Mr Ben AH’s policies even 
thou gh members admit that 
the Islamist threat has . 
largely receded. The jparties 
represented in the parlia- 
ment also receive financial, 
support from the govern- 
ment. "We criticise the , 
insufficiencies and what 


appears to us to be worth 
criticising,” is how 
Mohamed Hannel describes 
the position of Ettajdid, his 
party of reformed commu- 
nists. 

Like the president, this 
legal opposition believes 
Tunisia has made important 
strides in the area of human 
rights, at a time when 
Amnesty International is 
denouncing a widening cir- 
cle of repression. Like the 
president toe legal opposi- 
tion also attacks those in the 
opposition who choose to 
work outside the system and 
denounce human rights 
abuses in western capitals. 
"The president wants 
change, he is very modern in 
his thinking.” says Arbia 
Ben Amar, a deputy from 

The only party 
that gets 
coverage in the 
press is the 
government 
party 

the Parti de L "Unite Popu- 
late. a legal leftist party. 
“But there are reflexes and 
the government party pre- 
vents change, using the 
bogey of Islamism.” 

It is .difficult to evaluate 
what remains of Tunisia’s 
Islamist opposition today. 
The leadership of the al- 
Nahda movement is in exile 
and many of its supporters 
in jail since Mr Ben Ali 
crushed the movement in 
1991, after al-Nahda candi- 
dates won a good showing in 
the 1989 legislative elections. 
Families of Islamists con- 
tinue to be subjected to 
abuse, according to human 
rights activists in Tunis. 
Amnesty International says 
wives or relatives of Ingnis- 
oned or exiled political oppo- 
nents are often detained, tor- 
tured, including being 
subjected to sexual abuse 
and prevented from working. 
Wives are sometimes put 
under pressure to break off 
contact with their husbands 
and even to divorce, says 
-Amnesty. Some Tunisians 
warn that toe harsh treat- 
ment of Islamists may have 
created sympathy for them 
among local communities 
and could risk radicalising 
some elements. 

Secular opponents of the 
regime have also been grad- 


ually pushed aside and pre- 
vented from political activ- 
ity. Some of them were avid 
supporters of Mr Ben All’s 
anti-Islamist strategy bnt 
eventually asked for greater 
freedom of expression. 
Mo ham ed Mouadda. former 
leader of the Movement des 
Democrates Socialistes 
(MDS). is a case in point. 
Frustration with the conduct 
of the 1995 municipal elec- 
tions led Mr Mouadda to 
send a letter to toe president 
late that year complaining 
that in its fight against 
Islamists, the government 
had closed down all avenues 
of political expression. Mr 
Mouadda. however, soon 
found himself in jail, on 
charges of receiving funds 
from an outside government. 
European pressure last year 
helped to free Mr Mouadda, 
but he continues to be ban- 
ned from political activity. 
The incident has left the 
MDS. the largest of the legal 
opposition divided. 

Attempts to organise a 
mare potent apposition have 
met resistance. Mustafa Ben- 
jaafar, who was himself 
pushed oat erf the MDS a few 
years ago. has since 1994 
been trying to form a secular 
opposition party. The gov- 
ernment has ignored his 
application and has taken 
away his passport. “In what 
name are we denied a right 
that is in the constitution?" 
says Mr Benjaafar. “We are 
not seeking confrontation 
and have no vocation for 
clandestine activity.” 

More than 200 people ear- 
lier this year signed a peti- 
tion asking for political 
opening - an attempt by the 
secular Opposition to organ- 
ise into a more coherent 
movement But in a sign of 
the uneasy state in which 
tins opposition lives, only a 
few were willing to give out 
their names and assume 
responsibility in case the 
government decided to take 
action. 

Far some opponents of the 
regime, toe evolution of the 
political system In recent 
years suggests that there is 
little chance of an eventual 
political opening. 

“In our country democracy 
cannot be created by the 
regime or with it," says 
Hamma H ammnmi “On the 
contrary, it can only be real- 
ised outside it and against it. 
This is the lesson that people 
who have common sense 
should learn from 40 
years of ROD rule." 


FT Surveys 


The Financial Times plans 
to publish a Survey on 


Lebanon 


on Tuesday, October 14- 


For further information, please contact: 
Richard Foster > - 
Tel: +44 171 873 3753 
Fax: +44 171 873 3595 

or your usual Financial Times representative 










1 








urse 

eality 


'-'' j' 

JSst; 

r --S 

.. rr*p 

::-~* ter 

• : ~^.V 

. 5: '*W 

■ : -- U ». . 


=^ii 

"'-W . 
'v'^/ 
■ ? * sa* 

•■i'rssul 

1 “Ss: ;~r‘ 
.:: .- 




.. . •*-_•£. 
- - I 

. - .-.ZiSif*’ 



,,iT' 
_ ° . . v - fa * 


~ ! ^^ A ff C ^ lAL TIMES MONDAY SEPTEMBER 22 1997 


pnfVATISATIOliS 


TUNISIA 3 


by Samer Iskandar 


BANKING • by Samer Iskandar 


ixed signals sent over sell-offs Public sector 


hallmark of 
the policy is the 
•emphasis, on 
redpcihg the 
'social cost. 


Privatisation is. a key 
■.element in Tunisia’s efforts 
...t|0 / 'lzio^^to^' < lItaz4cet econ- 
j omy qndimprove its interna- 
-tional:- wmpetitiveness in 
l cider -.to’ benefit fully from 
jjs*ifrtrade agreement with 
■ the ExnqpeanrUnion. 

;V. Moncef. Bed Abdallah, 
state.secxetaiy for privatisa- - 
\ domra*: the; ministry qf eco* ’ 
- hontf ^development* says 
. ' 4 the^pk of the. state [in the . 
etoritosmyl must ; diminish,” 
$hid. Insists that “reinforcing 
the: weight of the private sec- 
•tar^-;xBni'atrfe a priority Jar 
: ^ie gqyeniment-_. 
f But the jiace of the privati- 
sation programme has been 
slower :-, than expected, 
mainly due to the govern- 
ments relud^^ let go of 
state ^'assets from fear of 
exacerbating a 15 per cent 
rateof unemployment. 

.: "The .state’s role in the 
economy has diminished rel- 
atrvely little in the past 10 
years;* says Moody's,' theUS 
credit-rating agency. 

Between 1985 and 1993, the 
public sector's share in total 
value-added fell bom 48 per 
cent. to. 42 per cent, accord- 
ing -to the World ~Ran»f. and 
is; currently estimated at 
aiiound4D per cent. Over the 
same period, the public sec- 
tor’s share of gross fixed 
investment, has declined 
only from .57. per cent to 54 
percent 

. In' spite of the government 
saying it is committed to 
accelerating the process, pri- 
vatisation is con tinuing to 
.rim behind schedule. .The 
European Union has blocked 



On the way to private ownership - bids far the Httton hotel fa Tunis are being examined 


a second tranche of an 
EculOOm aid package tied to 
the privatisation schedule, 
which was due to be paid 
earlier thin summer. But offi- 
cials play down the signifi- 
cance of the delay and insis t 
Tunisia's commitment to 
transfer to the private sector 
50 per cent of state assets 
earmarked for privatisation 
win be honoured before the 
end of the year. 

Earlier this month the 
government appointed Com- 
pagnie Financi&re Edmond 
de Rothschild, the French 
investment bank, to arrange 
the sale of two of the six 
state-owned cement facto- 
ries. The other four are due 
to follow soon. 

The two hotels which 
remain in public hands are 
also on their way towards 
private ownership. Bids for 
the Hilton hotel are being 


examined and the sale of the 
Africa Meridien hotel is said 
to be in the pipeline. 

The ministry of economic 
development says the priva- 
tisation process has three 
main objectives: 

• Improving privatised 
companies’ performance and 
guaranteeing their survival 
in an increasingly competi- 
tive environment 

• Developing private 
investment. 

• Creating a more dynamic 

financial market • 

But appetite for the state's 
assets, notably bom foreign 
investors, remains limited. 

"Tunisian bureaucracy is 
high on foreigners' list of 
concerns," says a European 
diplomat. "This is why 
declared investment inten- 
tions rarely translate into 
concrete actions.” 

Despite assurances by the 


Tunisian government that it 
considers foreign investment 
to be desirable, international 
investors' participation in 
privatisations has so far 
been limited at a modest 
level of 14 per cent 

Mr Ben Abdallah explains 
that this is due to the order 
in which companies were 
privatised. “We started with 
small, sometimes unprofita- 
ble, companies,” he says, 
adding that this situation 
has evolved. 

Next on the list are the 
state's cement companies. 
With a price tag expected to 
be In the regioD of $350, they 
will almost certainly be sold 
to foreigners. "Pew local 
companies have the required 
size,” says Mr Ben Abdallah. 
Among the factors which 
limi t foreign interest is the 
lack of transparency in the 
process. This summer after 


FRANCHISES * by Roula Khafaf 


Long wait for fast food 


Blocking attempts 
by McDonald’s to 
open in Tunis 
may be sending 

- the: wrong signals 

Americans are fond of 
saying that countries with a 
. McDonald's will never face a 
war. But even this promise 
caimot convince Tunisia, 
which cherishes its stability, 
of the benefit of a 
McDonald’s outlet. In fact, 
McDonald's attempts to open 
up in Tunisia seem to have 
unleashed a wave of anti- 

- franchise feeling in the gov- 
ernment. Since the news 
broke earlier this year that 
the. US fast food chain was 
set .to open in Tunis, both 
Pizza- .Hut, the only fast 
food franchise in Tunisia, 
and' Wimpy, which was 
on - the verge of , opening 
an; outlet, have clashed 


with the government. 

No one seems to know 
whether McDonald's will 
ever open in Tunis. But 
Pizza Hut. which has been in 
Tunis , for three years, has 
been closed down twice by 
the government this year. 

-The first time, the three 
Pizza Hut outlets were 
accused . of violations rang- 
ing from failure to get the 
price of coffee approved by 
the ministry of commerce, to 
the absence of pepperoni in 
the pizza, and the finding of 
some expired yeast at the 
warehouse. The second time, 
the government charged that 
the company had not opened 
as many outlets as originally 
planned and since its license 
was obtained for a 'tourist 
project - rather than a ser- 
vice company - it had also 
failed to . provide the 
required entertainment to 
customers. 

Wimpy almost made it to 


Tunisia and the facade of the 
Slim Burger fast food restau- 
rant in downtown Tunis, 
which looks conspicuously 
like a Wimpy, testifies to 
this, 

.. But after the UK company 
signed up with a local part- 
ner, invested money and 
time in sharing its equip- 
ment and burger recipes, the 
Tunisian government told 
the local franchisee - a day 
before opening - that the 
franchise needed a special 
permission from the minis- 
try of commerce, in addition 
to the one obtained from the 
municipality: Wimpy offi- 
cials were furious and their 
local partner, who had 
invested more than $lm in 
the restaurant, was left with 
little choice but to change 
the name and hope his busi- 
ness can survive without it. 

What danger does the gov- 
ernment see in the franchise 
business? As Tunisia pre- 




Ik - "tiO ?..* 


vS.a 


It 

XT 
EST 

ITHING 

ITO 

BEING 

THERE 



MlMMi 




{Tim 


pares to face the challenge of 
opening up its markets to 
create a free trade zone with 
the European Union by 200B, 
and with perhaps as much 
as 30 per cent of industry 
facing a difficult future, the 
government is scrambling to 
devise ways of delaying the 
painful transition, sheltering 
local businesses and avert- 1 
ing the risk of social i 
upheaval. 1 

So while trying to attract 
foreign investment into 
industry, the government 
sees little benefit in allowing 1 
franchises, which it says will 
hurt small business, import 
at least some of the prod- 
. ucts, and take foreign cur- 
rency out of the country in 
the form of franchise fees. 

Services, where foreigners 
are only allowed up to 50 per 
cent ownership, are to 
remain, until the year 2000, 
"a sector of refuge at a time 
when everything else is 
being hit”, says Mohamed 
Ghannouchi, minister of 
international co-operation 
and foreign investment. 

-We are in a very delicate 
phase," be adds. “Do we 
need a McDonald's? It is not 
our priority. It does not 
transfer technology, and it 
does not create exports.” 

Local and foreign busi- 
ness, however, find two 
problems with the Tunisian 
approach. First in an econ- 
omy with a large tourism 
sector, sendees offer perhaps 
the most promising potential 
for growth, allowing domes- 
tic groups to expand through 
franchises and make up for 
other job losses, as well as 
attracting foreign Invest- 
ment interest 

The Pizza Hut franchise, 
for example, is a direct for- 
eign investment by Saudi 
Arabia's Mawarid Group. 
The company had applied as 
a tourist project and thus 
was allowed 100 per cent 
ownership. Pizza Hut finally 
reached a deal with the gov- 
ernment, allowing its outlets 
to reopen. A spokesman for 
Mawarid says the company 
considers the experience to 
be a " mlcnnri prs tflnfling "- 

The second problem is that 
the experience of Pizza Hut 
and Wimpy risk sending the 
wrong signal to foreigners at 
a timp when T unisia is badly 
in need of foreign Invest- 
ment A European fast food 
executive who has tried to 
do business in T unisia says 
he hopes to see a change in 
attitude. “How can they 
push Investors to Tunisia 
when they treat them this 
- way?” he says. Although a ' 
McDonald’s or a Wimpy may 
not represent a transfer of 
high technology, franchises 
help to set a standard and 
transfer a corporate struc- 
ture. “When there is a 
McDonald’s, it says that 
business is of a certain stan- 
dard,” says a foreign diplo- 
mat “And it sends a signal 
of openness." 


appointing Rothschild of 
France as adviser for the 
cement factory privatisa- 
tions. the government unex- 
pectedly revoked the man- 
date. before re-appointing 
the same institution. The 
only explanation the govern- 
ment made was that it had 
felt "the need to re-examine 
the best offers’'. 

Foreigners are also puz- 
zled by the government's 
refusal to make public the 
list of companies earmarked 
for privatisation. Nor will 
the authorities reveal the 
identity of companies which 
have participated in past pri- 
vatisations. The government 
only says that a list of 63 
companies with total assets 
of $1.4bn has been drawn 
upand that a decision was 
made in 1994-95 to “acceler- 
ate the privatisation pro- 
cess". 

Mr Ben Abdallah says a 
total of 20 companies are 
expected to be privatised 
this year - “eleven are 
already under way". This 
compares with 19 privatisa- 
tions in 1996. 16 in 1995 and 
eight in 1994. 

Other factors include 
Tunisia's stringent labour 
laws, which restrict employ- 
ers' ability to lay off staff. 

“Overstaffing is the big- 
gest source of inefficiency in 


state-owned companies,” 
says a local entrepreneur in 
the tourism sector. “If a 
potential buyer can not rem- 
edy the problem of overstaff- 
ing. he will have no hope of 
malting his acquisition prof- 
itable.” 

Mr Ben Abdallah, how- 
ever. defends the govern- 
ment's choice to restructure 
companies before their pri- 
vatisation. rather than allow 
the investor to undertake 
the restructuring. He says a 
main characteristic of Tuni- 
sia's economic policy is to 
"minimise the social cost”. « 

By restructuring compa- 
nies before their sale, he 
claims, the government can 
mak e it easier for redundant 
employees to find new jobs. 
The strategy reduces the 
risk of social unrest but 
makes privatised companies 
less attractive to foreign 
investors. 

But the government 
believes tbe importance of 
this issue will decline as the 
nature of businesses to be 
privatised evolves. The next 
big private sector project on 
the agenda is the $300m 
power generation project in 
Hades, near T unis . Interna- 
tional companies were 
invited to bid for the com- 
bined cycle plant which will 
have a capacity of between 
350-500MW, on a build -own- 
cipera te basis. 

Other infrastructure pro- 
jects are due to follow. They 
include a 60km motorway 
between Tunis and the 
northern town of Bizerte. as 
well as several water and 
waste treatment plants. Mr 
Ben Abdallah says granting 
concessions to private sector 
companies will be a favoured 
method for such projects. 

Bankers agree that pro- 
jects entirely managed by 
the private sector will have a 
better chance of attracting 
foreign interest. “Most priva- 
tisations involving a stock 
exchange listing have per- 
formed badly because the 
government rarely sells 
more than 10 or 20 per cent." 
says a Tunisian stockbroker. 
“Foreign investors are not 
interested in a purely pas- 
sive investment. They will 
only start buying when they 
are allowed to acquire mana- 
gerial control." 


continues to 
dominate 


But some private 
sector banks are 
preparing 
international 
equity issues 

The first upcoming 
international equity offer- 
ings by Tunisian banks 
could be viewed as early 
signs of internationalisation, 
but further Issues are made 
unlikely in the short term by 
the strong public sector dom- 
inance of the banking sys- 
tem - both through the cen- 
tral bank's considerable 
power as a regulator and the 
weight of state-owned banks. 

Global depositary receipts 
for Basque Internationale 
Arabe de Tunisie (Biat). the 
country's third largest bank, 
should start trading on the 
London Stock Exchange by 
the end of November. Amen 
Bank, T unis ia’s eighth larg- 
est bank, is expected to fol- 
low with a Similar issue. 

The transactions were 
made possible by the relative 
dynamism of Tunisia's pri- 
vate banks, widely believed 
to be ahead of state-owned 
institutions in their efforts 
to meet international pru- 
dential standards and 
increase their competitive- 
ness. 

Although Tunisia has not 
adopted the capital ratios 
recommended by the Bank 
for International Settle- 
ments. the so-called “Cooke 
ratios”, it has imposed its 
own solvency target - a cap- 
ital/assets ratio of 5 per cent 
Local bankers are divided 
over the si gnifican ce of this 
ratio, which is calculated in 
a more stringent manner 
than the BIS's 8 per cent. 

Ezzedine Saidane. deputy 
general manager of Biat. is 
confident the bank’s 6.8 per 
cent ratio by Tunisian stan- 
dards is well within the BIS 
requirements. 

But experts are less opti- 
mistic about other banks. 
"Private banks are certainly 
better off than the public 
ones.” says a banker in 


Tunis. "As a general rule, it 
is safe to assume that pri- 
vate b anks meet the pruden- 
tial targets and public hanks 
do not.” 

Accurate data is not avail- 
able. as state-owned banks 
do not publish accounts and 
their prudential ratios are 
kept secret. 

Foreign observers blame 
slow progress on the absence 
of competition, mainly as a 
result of the public sector's 
strong presence: the state 
controls two of the four larg- 
est banks, and tbe three pub- 
licly-owned banks account 
for almost 40 per cent of the 
country's deposits. 

Privatisation, which would 
increase pressures on banks 
to become more competitive, 
is not on the agenda. 

Moody’s, the US credit rat- 
ing agency, says: “The struc- 
ture of the banking system 
is expected to remain essen- 
tially unchanged in the 
years ahead. Banks which 
bave encountered difficulties 
have been supported . . . ' 
rather than being encour- 
aged into mergers or take- 
overs." 

Other impediments to mar- 
ket forces Include borrowing 
restrictions. Tunisian com- 
panies. for example, are not 
allowed to borrow more than 
TD3m overseas - or TDlOm 
for banks. 

Officials describe the mea- 
sure as prudential, rather 
than anti-competitive. “The 
[borrowing cap] is a preven- 
tive measure,” says Mr 
Amor Saafi. general man- 
ager of research at the cen- 
tral bank. “It aims to pre- 
vent excessive recourse to 
foreign currency for needs 
that are neither objective 
aor credible.” 

Bankers from the private 
sector are sceptical. “The 
state-owned banks 
are effectively being pro- 
tected. But time is running 
out as foreign banks prepare 
for 2001 [when agreements 
with the EU and the World 
Trade Organisation impose 
that banking be opened to 
International competition]." 


Why did ALCATEL, BRITISH GAZ. HOECHST, 
NABISCO SIEMENS, SONY, ... and 1600 other 
international firm s choose the sam e location ? 

TUNISIA 


An ideal geographic 
location offering 
political and soda! 
stability 



An emerging market 
enjoying a free trade 
agreement 
with the E.U 


A business friendly legal 
and fiscal environment 


JIT benefiting from a 
modernised infrastructure 



\\ 


Booming business areas 
and multiple investment opportunities 


Skilled human resources available 
at competitive costs 


For further information, please contact the 
Foreign Investment Promotion Agency 
(government), your advisor for the perfect business set-up 
Tel : (216-1) 792 144 - fax : (216-1) 782 971 


TUNISIA 

LAND OF 
OPPORTUNITIES 
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STOCK MARKET • by Samer iskandar 


A catalyst for 
development 


PROFILE 




New electronic 
trading system 
regarded as key to 
increasing foreign 
investment 

It is a rare occurrence when 
bankers celebrate a two-year 
bear market, but this is 
exactly what the financial 
community Is doing In 
Tunis. After reaching a high 
of 634.7 at the end of 1995, 
the BVM General Index of 
the Tunis stock exchange 
lost 10 per cent last year and 
was down another 25 per 
cent by the end August. 

A majority of market par- 
ticipants believe the correc- 
tion was necessary. 

“The market was overval- 
ued. with shares trading at 
25 or 30 times earnings," 
says Adel Da jani . managing 
director of IMBank, a Tunis- 
based merchant bank spe- 
cialising in north Africa. 
“Now there is more value to 
be found.” 

Ahmed Abdelkefi, head of 
Tunisia Valeurs, a brokerage 
firm, concurs. "With the 
average P/E down to around 
15, liquidity is picking up.” 
he says. “There is also more 
interest from foreign inves- 
tors." 

With the correction widely 
believed to have reached its 
final stages, the financial 
authorities are pinning high 
hopes on the Tunis stock 
exchange as a main 
catalyst for economic devel- 
opment 

As the exchange prepares 
to celebrate the first anni- 
versary of an extensive mod- 
ernisation its chairman, 
Ahmed Hadouqj, faces the 
future with optimism. “We 
have now reached interna- 
tional standards of trading, 
settlement and regulation," 
he says. “This will allow us 
to attract foreign funds and 
help the privatisation pro- 
cess." 

The Bourse des Valeurs 
Mobilities in Tunis has 
come a long way in the past 
two years. Until 1995, for- 
eigners could not buy local 
shares without a special 
authorisation from the cen- 
tral hank. In June of that 
year, the market was opened 
to foreign investors up to a 
limit of 10 per cent of capi- 
talisation. This ceiling was 
then raised in December 1996 
to 49 per cent 

But the main factor behind 
Mr Hadouej's optimism is 
the exchange's new elec- 
tronic trading system, Super- 
cac, donated last year by 
Prance at an estimated cost 
of Ffrl3-5zn. 

Tunis was the first emerg- 
ing market to adopt the com- 
puterised trading platform, 
which is derived from those 
operating in larger 
exchanges such as Paris, 
Brussels and Toronto. 

The system was launched 


in parallel with a new paper- 
less clearing and settlement 
platform, also based on 
French technology. A year 
earlier the Financial Mar- 
kets Council, a public super- 
visory body, had been set 
up to monitor market activ- 
ity. 

In the long term, the 
exchange aims to increase 
foreign participation to as 
close as possible to the 50 
per cent limit. “Local 
savings are not large enough 
to ensure that privatisations 
are successful.” Mr Hadouej 
says. “We need to attract for- 
eign funds." 

But the exchange's inter- 
national ambitions are con- 
strained by several factors. 

The first is liquidity. 
Although trading volumes 
rose 23,6 per cent in the first 
seven months to TD356m. 
this amount remains limited 
compared with other emerg- 
ing markets. 

"Liquidity is the main pre- 
occupation of foreign inves- 
tors," says an emerging mar- 


Tunis stock exchange 


But recent memories of 
failed privatisations will 
have to be overcome. The 
sale of Socitte Tunlsienne 
d 'Assurance et de Reassur- 
ance - described by one 
investment banker as “a 
transaction in which every- 
thing went wrong" - did 
little to boost investor confi- 
dence 

Star was privatised at the 
beginning of the summer 
holidays, when market activ- 
ity is traditionally subdued. 
Moncef Ben Abdallah, state 
secretary for privatisations 
at the ministry of economic 
development, says timing 
was a big problem and 
acknowledges the shares are 
faring “a liquidity problem”. 
But he insists the state's 
objectives have largely been 
met 

Bankers, however, criticise 
several aspects of the trans- 
action. One investment 
ha niter says: "The company 
was not ready for privatisa- 
tion. its management is 
archaic and ft has been los- 
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kets specialist in London. 
“No one win want to get in if 
there is not enough liquidity 
to get out again." 

Foreigners are also con- 
cerned by the lack of avail- 
able information, with sev- 
eral bankers complaining of 
a scarcity of financial ana- 
lysts familiar with the local 
market 

Investors are also sur- 
prised by the unco-operative 
attitude of listed companies' 
executives. 

“Until recently, company 
managers were shocked 
when an investor asked: 
‘what are your plans for this 
year?' or *what is your earn- 
ings forecast?”* says a fund 
manager. "But in the last 
two years, their attitude has 
become less defensive." 

Investors also suffer from 
the lack of diversity, with 
bank shares accounting for 
an overwhelming proportion 
of the market's capitalisa- 
tion. 

Exchange officials, how- 
ever. expect this to change 
as future privatisations lead 
to the listing of shares from 
different economic sectors - 
the government has no plans 
to privatise any banks in the 
near future. 


ing market share. With only 
20 per cent of the shares 
listed, there is no hope fair' 
new shareholders to play 
any managerial role. A lot of 
investors also avoided the 
deal because too little infor- 
mation was published ahead 
of the flotation-" 

As a result the shares fen 
immediately after the sale 
and have never traded back 
up to their launch level. 

Exchange officials, how- 
ever, still have a few cards 
up their sleeve. For example, 
they are aiming to triple the 
number of listed companies, 
from the current 32 to 
around 100 by the turn of the 
century. 

A capitalisation-weighted 
stock market index, due to 
be published in coming 
weeks, is also expected to 
increase the bourse’s attrac- 
tiveness to foreigners. 

“The BVM index, which Is 
just an average of unrelated 
share prices, is of no use to 
portfolio managers." says a 
local broker. 

"Hopefully with a 
weighted index [which takes 
into account companies’ 
size] the international finan- 
cial community will start to 
take us more seriously." 


r£publique TUNISIENNE MINIST^RE DE L’INDUSTRIE 



The Industrial 
Land Agency 

serving Tunisian and foreign investors 


With a view to stimulate investment in the Industrial sector, 
h has been decided to create 26 industrial zones with a total area 
of 623 hectares requiring an investment of about 213 Million 
din&rs during the period 1996 - 2001 

These zones are located as follows: 

* 19 industrial zones on the coastline: Mghira I and II 
(Gcveraorate of Ben Arons), Cbourrana - Enkhflet (Govemorate 
of Ariana), la Marsa, la Gouletie H, Bizerte, Mcnzcl Bourguiba 
II, Kalaat En Andaious. Korha, Soliman, Sousse (extension), 
Bouficha (extension). Enfidha (extension). Thyna (Govemorate 
of Sfax), Monastir, Mokninc (extension), Bekalia, M’saken and 
Zarzis. 

* 7 Industrial zones in the centre and inland: Ghezala. le Kef. 
Jettdoubo, Tabarka, Zriba Hajeb Layout and Gafsa. 

The industrial zones of la Marsa. Ch outrana and la Gouletie 
will be reserved to non polluting and high quality businesses. 

The AFI plans also to reserve 20% of the developed areas for 
the construction of industr&l and module buildings dependent on 
firm orders. 

For more information place contact: 


V Agence Foncifcre Industrielle, 

2. Rue Badii P-mmm. Cud Mahrajfine, 1 002 - TimiS-Bfllv&Jire - El Menzah 1 
Tel: (01) 797. 795-797 J60 (Oi) 800. 616 Fax: (01) 782 JQ3 



WIHingn^'to 
invest leads to 
role as significant 
.component in ' 
the. economy; 

Less than ay ear after 
turning an the tap which 


gasfield in the Gulf of 
Gabes to fix terminal south ' 
erf Sfax, British Gas has 
matte a substantial find 
dose to its offshore ' 

■ operation. / 

The potential offered by 
the uewHasdrabid-3 welL 
IiOkmB .off Tunisia's east, 
coast, is. likely fo mean 
British Gas remalnstbe 
biggest single foreign direct 
Investor now operating, to 
Tunisia, hi 1996, total 7 . 
foreign portfolio and direct 
investment in the country 
Stood at$S38m, of which 
' 2220m was in the energy 
sector, according to 
. government figures. The . 
government estimates It 
-needs 5227m annual foreign 
. investment in this sector 
alone to meet its GDP 
growth target of 6 per cent 
-The role . of British Gas . 
fits in well with the 
Tunisian government's - 
view, that fereignmvestors 
should first assist Tunisia . 
to meet Its domestic needs, 
before expecting too much 
of the domestic market- Bat 
for British Gas, both 
dements have come tree.. 

“Chir unde rs tanding I s ' 
that Tunisia does want tor 
be self-sufficient in gas.” 
said Jacques Robinson. 1 
country manager far British 
Gas Tunisia. The company - 
-ft currently supplying 80- : 
per cent of Tunisia’s ' J 
domestiegas requirements 
. at a rate of 4Jfru cubic ... 
metres par day. The ’■ 

; remainder is imported from 
Algeria; with which Tunisia 
last yearsigned a 20-year 
•contract to boy 400m cubic 
metres, despite gas from its 
neighbour being 15 per Cent 



British Gas's Hannibal ptant The company supplies 80 per cent af Tisiwa’s doraobc gar; 


more expensive tBan thad-. 
which BritishCfarfipow; 
e x tracti ng at Miskar. 

British Gas has. borne the 
S650m cost of investment In 
Misiar alone, and te now. - 
expecting to invest np tai . L ' 

$300m in the Hasdrabu^S 

project. Reserves atMiskar- 
have a fifeapanof 25-years, 
while the new field will ; ■/- 
come on line within three- 
years, with a similar . - -7 

volume to be retrieved- 

Growth potential far the v 
company is, uniquely ., - > i gas-useokly. 


amoug forefen direct .V • 
investors to'theeonntry, 
almost-wholly internal 
Seventy per cent of . 
domesttegas output isjor- • 


- The company reckons it is 
emtifrig a reasonable return 
.on its investment, which, 
wfll take five years to 
recoup, th the wiMntimt it 


1 power statical, and British lM^es to exploit its already 
Gas antid^paies a 6 per cent ? strong position within the 
annual growth in demand gas sector, and has entered 

; from bath power stations as ^-a joint bid with 
• ■ weH asindnstriai and ' > GEC-Alsthom to buflfi- 

.dbmestic consumers. S ' > ; opeirrtefransfwthe 
Demand from power \ 350-500nrw Bales power 

- stations is jikely to grow as . station, which would be the 

' more duaLgas-oti power ?. first privately-operated 

stations are trAa^ crr^i ixy : station in the ccraniy- 


“We bdieveit fe a good 


place to put your money, 
because of the stability of 
the country, its position 
with respect to southern 
Europe and the potential 
for farther developments," 
said Mr Robinson. "1 don't 
think we have been given 
special treatment. I think 
we have been seen as a 
company willing to invest 
1 «ytd treated as a significant 
component in developing 
their economy." 

MarkHuband 


FOREIGN DIRECT INVESTMENT • by Mark Huband 


Battle to attract investors 


Structural 
problems and 
a lack of 
transparency are 
barriers 

Tunisia is struggling 
to attract the necessary 
level of foreign direct invest- 
ment (FDD which will be 
required to offset the Impact 
of tariff-free access to its 
market when trade barriers 
with the European Union 
disappear. 

To achieve the target 
of 6 per cent economic 
growth the government set 
for itself in its five-year 
9th plan started this year, 
foreign direct investment 
must almost double from the 
1996 level, which brought a 
mere TD288m in FDI, includ- 
ing the substantial invest- 
ments now being made in 
the petroleum and gas sec- 
tors. 

“A lot of the reason for 
the lack of foreign direct 
Invest ment is structural, as 
well as a lack of transpar- 
ency,” says a foreign diplo- 
mat in Tunis. "The institil- 
tions that will give people 
protection have not really 
developed here." 

There is enormous pres- 
sure on the government rap- 
idly to alter the situation. 
Between 15 and 30 per cent 
of Tunisian companies could 
dose as a result of the open- 
ing of the market to Euro- 
pean goods. Unemployment 
is expected to rise, despite 
success in bringing popula- 
tion growth down to 1.7 per 
cent a year. 

“Tunisia’s only real 
resource Is its competence, 
and the qualifications of 
the Tunisian people." says 
Faouzi Dhemaied, managing 
director of the government's 
Foreign Investment Promo- 
tion Agency. “Since the 
fall of the Berlin Wall, 
the countries of Eastern 
Europe have had the advan- 
tage. We don't want merely 
to be competitive with 
Europe. We want to be com- 
plementary. 

“We want to be able to 
offer something, and for the 
Europeans to install them- 
selves in Tunisia for the, 
market There's all of Africa, 
and we already have prefer- 
ential trade agreements with 
the countries of North Afri- 
can and some Middle East 
countries.” 

Tunisia's attraction 
for foreign direct investors 
does not lie In its location as 
much as in the cost of 
labour. While wages are well 
below European levels, they 

t) 


are significantly higher 
than Thailand and China, 
a factor of Increasing con- 
cern to the government Cur- 
rently 1,700 foreign firms are 
established in the country. 
Trade within North. Africa is 
minimal, while 80 per cent of 
trade remains with Europe. 

“Tunisians are earning £25 
a week for a 48-hour week, 
compared with a British 
worker earning El 50 for a 38- 
hour week," says John But- 
ters. manager of the Court 
aulds -owned Gossard, which 
started production of wom- 
en’s underwear 10 months 
ago at a purpose-built fac- 
tory outside the northern 
town of Bizerte. 

“With all the technology 
in the world you’re not 
going to compete with that I 
don’t have any organised 
labour restrictions here, 
and I can get an the labour I 
want When I first arrived 
here I had to fight my 
way through a thousand 
people at the gates, because 
people are crying out for 
work.” 

Gossard benefits from the 
off-shore status granted to 
numerous foreign companies 
producing only for export. 
The factory, which has no 
sign outside to identify it 
and whose products do not 
include a “made in Tunisia” 
label, employs ,’160 workers 
assembling 25,000 garments 
a week from cut material 
sent by road and ship from 
the UK. 

Such operations 
rely entirely on Tunisia's 
comparative economic 
advantage, rather than 
the foreign companies' 
potential access to new mar- 
kets. Off-shore status 
demands that companies 
export at least 80 per cent of 
their products. The remain- 
ing 20 per cent is taxed at 
around 45 per cent, as a 
strong disincentive to for- 
eign companies seeking to 
sell within Tunisia. 

“There’s a very high 
level of interest [in the gov- 
ern ment] in getting foreign 
investors in. But [the gov- 
ernment] is torn between 
getting people in and seeing 
them be successful,” says a 
Western hanker with inter- 
ests in the country. “Their 
ideal investor is somebody 
who will come in, teach 
them bow to do things, and 
eke out a living ” 

Tim same doubts about the 
gov eminent's readiness to 
truly open up the doors pre- 
vails among investor organi- 
sations. 

“The Tunisians haven’t 
really encouraged foreign 
investment. The warm wel- 


l 


came is not general, particu 
larly for those wanting to 
produce for the local mar- 
ket,” says Kaelgard Quink, 
secretary general of the Ger- 
man-Tunisian chamber of 
commerce and industry in 
Tunis. 

“Some of the 200 
German companies in Tuni- 
sia have also established 
.themselves in eastern 
Europe. Those that have 
decided to go to eastern 
Europe and not . come to 
T unis ia at '■ all, have not 
decided against Tunisia. 
They don’t know much 
about Tunisia. And that's 
the feult of the promotion.” 

The government has now 
declared its aim of seeking 
TD460m in yearly foreign 
direct investment to main- 
tain 6 per cent growth and 
create 320,000 Jobs over the 
next five years. 

“The structure of the for- 
eign investment is the most 


important thing. If it is 
invested in an ofl refinery its 
impact is limited. But if it is 
invested in making shoes, it 
would have a much greater 
effect," says Mohamed Ghan- 
nouchi, the minister of inter- 
national co-operation and 
foreign investment “We see 
our growth as coining from 
being integrated with 
Europe. Growth is in 
exports, 80 per cent of 
our exports are with Europe, 
and the 1,200 foreign compa- 
nies in the manufacturing 
sector account for 40 per 
cent of Tunisia’s' exports," 
he says. 

Meeting the needs of Tuni- 
sians is the government’s 
primary concern, when some 
would argue that if inves- 
tors’ needs were met first 
the rest would follow. “The 
pace of reform we have 
adopted takes into account 
our needs," says Mr Ghan- 
.nouchi. “There aire 60,000 


new entrants to the work- 
force every year, and we 
have 15 per cent unemploy- 
ment. The minimum wage 
increases every three years, 
hut even so it is not too 
much to discourage foreign 
investors.” 

Balancing domestic imper- 
atives with the demands of 
the market' is clearly what 
remains to be achieved. Few- 
foreign observers are con 
vinced that the government 
is prepared to reduce its con- 
trol of the economy. 

“The main reason for for- 
• eign investor reluctance is 
the slow pace of privatisa- 
’ tion," says a leading Tuni- 
sian banker, aware that only 
14 per cent of privatisation 
shares are in the bands of 
‘ foreigners. "The public sec- 
tor still accounts for 40 per 
^cent of GDP, dominating 
areas in which foreign inves- 
tors could be interested.” he 
says. 


Tunis 


SOCIETE TUNISIENNE E REASSURANCE 
LEADING NATIONAL REINSURER , 
TRADING OVERSEAS 


Tonis R6 established 
in 1981 as the 1st 
professional 
reinsurer in 
Tunisia. 


Tunis R6 authorised 
capital is increased to 
35.000.000 TND 

<#35.000.060 ys$> 

Shareholder's funds 
25 000.000 TND 


Tonis Re partners 
are distributed between 
96 countries mainly in the 
Arab, African, Asian 
worlds... ' 


Head Office: AVENUE MOHAMED V-MONIPLAISIR 1.1002 TUNIS - TUNIS A. 
Tel: 84401 1 - Telex: 18-767/L7J03 - Fax: 782 952/787 573 
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to allow role for private sector 



leant 

restructure 
heeds lead to 
first private 
concessions 

The “60km motorway 
between Tunis and Ham- 
mam et will seezo familiar to 
/any European who has 
driven across France on 
their way. to the C6te d'Azur 

- for the summer holidays. 

v -The road itself, the orange 
emergency phones on the 
:rbadr side and — more 
^recently r- the toll booths 
have all been built by 

“Our first experience with 
irflvaleJyiun roads was very 
encouraging,” says Slahed- 
dine Bouguerra, minister of 

- infrastructure and housing. 
"This is a choice we will be 
considering for all future 


road projects." 

Although the motorway 
was. finished more than a 
decade ago, tolls were only 
introduced earlier this year 
as the first step of a long 
term plan to increase the pri- 
vate sector's involvement In 
infrastructure projects. 

Tunisia has an ambitious 
plan to develop its motorway 
network to a total 870km In 
the next 10 years, from the 
current 143km. Most of it is 
likely to be privately 
financed. 

The next big step will 
be taken In coming months 
when the government grants 
the first concession to 
a private company to build 
and operate a 60km stretch 
of motorway from Tunis to 
Bizerte, in the north - the 
Tunls-Hammamet-Sousse 
road was financed by the 
government 

However, this strategy is 


likely to meet hostility from 
a public which is accus- 
tomed to public services 
being provided by the state. 

"I have been driving on 
this road for years and it 
was always free," says one 
taxi driver. “Since they built 
the extension [from Ham- 
mamet to Sousse, further 
south] we have had to pay 
not only for the new road, 
but also when we drive on 
the old one." 

Private infrastructure 
financing should prove 
easier to. implement on new 
projects, where the distinc- 
tion between public and pri- 
vate services is less clear 
cut, such as electricity gen- 
eration for example. 

Last week, the US group 
Community Energy Alterna- 
tives seemed set to win a bid 
to build, own and operate 
the country's first private 
generation project - a 350- 


500MW power plant in 
Rades, near Tunis. 

Up to 10 foreign groups 
were competing for the 
£300 m project. Including 
National Power of the UK. 

This was made passible by 
extensive reforms last year 
which scrapped the monop- 
oly of Steg. the state-owned 
electricity and gas company, 
on generation - although it 
will retain its monopoly on 
distribution. 

The government plans 
to add around 300MW of 
generating capacity every 
two to three years, according 
to the EIU, and at a time of 
fiscal restraint the private 
sector is expected to play an 
important role in such pro- 
jects. 

According to official fig- 
ures, Tunisia's total debt 
could he reduced by l per 
cent by shifting up to 15 per 
cent of the country's electrlc- 


•PWWATE SECTOR • by Mark Hubanci 


about open 
market 


The dismantling 
' of tariff barriers 
will expose 
companies to full 
, EU competition 

Despite moderate economic 
growth and a statistical pro- 
file. which is the envy of the 
. region, years of protection- 
ism have left much of the 
private sector as ill-equipped 
. for future competition as the 
public sector from which It 
is often barely distinguish- 
able. 

Tunisia’s start on a 12-year 
. voyage towards an open 
market with the European 
Union has raised the pros- 
' pect of substantial company 
, closures and an increase in, 
unemployment, already esti- 
mated at 30 per cent among 
the under-30s and 15 per cent 
overall. 

; Both the public and pri- 
vate sectors will bear the 
burden. Some of the public 
sector may be privatised 
while the private sector 
already faces difficult 
choices over whether to com- 
pete, with Europe or sell up 
while the going is reason- 
ably good. 

- To assist in this difficult 
transition, the EU will pro- 
vide some funds for profes- 
sional training; and in devel- 
oping a strategy of raising 
the standard of Industrial 
output to a qualitative level 
comparable with European 
competitors. But the large 
part, of the financing will 
have to come from the com- 
panies themselves - a fact 
that has led many to hesi- 
tate about Investing and 
wait for a clearer picture of 
what the EU agreement 
might bring. 

. ‘fWe have been living 
rather serenely in a captive 
market Now it is dear that 
some companies will disap- 
pear," says -Roger Bismuth, 

- chairman of one of Tunisia’s 
most successful privately- 
owned industrial conglomer- 
ates. “Even so, I am not 
entirely • convinced by 
Europe. I am not sure that it 
■ offers much to us- Today, 


everybody has the same 
problems. Everybody must 
create jobs and export We in 
North Africa should find a 
partnership among our- 
selves." 

For the large Tunisian 
groups, mostly family- 
owned, the EU partnership 
has the potential to alter 
radically the relationship 
between Tunisian companies 
and foreign companies 
whose products they manu- 
facture under licence. The 
scale and nature of company 
closures will be affected by 
the potential expansion of 
relationships between Tuni- 
sian licence-holders and 
their foreign partners. 

Mr Bismuth, whose group 
bag a $50m annual turnover 
in businesses ranging from 
cosmetics to chemicals, is 
hoping to convince compa- 
nies whose products he man- 
— ufactures -under license to 
enter into a direct partner- 
ship, buying into bis compa- 
nies, and expanding produc- 
tion to outside markets, not 
only within the EU. 

But private sector employ- 
ers are extremely cautious. 
Foreign diplomats estimate 
that as many as 30 per cent 
of private sector companies 
will disappear once the tariff 
barriers are removed. Tuni- 
sia's banks are currently 
flush with funds, but bor- 
rowing by private sector 
companies is at an aH-time 
low. 

“There’s excess liquidity. 
You can raise money, but 
people are not doing so. The 
main reason for the lark of 
investment is that a lot of 
owners of companies are sit- 
ting on the sidelines to see 
how the EU agreement will 
affect them,” says a foreign 
banker with interests in the 
country. 

The government insists 
that domestic investment is 
increasing. “In the first six 
months of this year, there 
was a 27 per cent increase In 
the number of loans 
approved by the banks to 
companies intending to 
invest,” said Mohamed 
Gbannouchi, minister of 
international co-operation 



Tunisie Porcelaine is sold to The Conran Shop in Paris 


and foreign Investment. But 
earlier this year the govern- 
ment bought back Slbn of 
debt accrued by the state oil 
and cereal boards which was 
being carried by the public 
sector banks, -giving several 
banks an injection of capital 
which in some cases 
amounted to around 0120m. 
Even with these funds, and 
interest rates at around 7 per 
cent - the, lowest in several 
years - the private sector is 
biding its tim e. 

Central to the govern- 
ment’s strategy as it pre- 
pares for European competi- 
tion has been an assistance 
scheme to business intended 
to raise the quality of their 
goods - called raise a niveau 
- to that of Europe. Most of 
the funds bankers are lend- 
ing are being used for 
modernising industry rat her 
than starting projects. Cred- 
its have been made available 
on favourable terms for 
physical improvements to 
factories and for training. 

"The future is in the 
hands of the private sector,” 
says Sami Idriss, deputy 
managing director of Tunisie 
Porcelain e, one of the coun- 
try’s main private sector 
export success stories. 
"Tunisia is a country where 
there is competence. People 
work and want to work. 
When there's no danger 
there's no progress. In 12 
years [when the last trade 
barriers are removed] it will 
be too late to start the mise a 


niveau. Unless an enterprise 
has established itself before 
tbe 12 years have passed, it 
wiD be finished.” 

Scepticism over the real 
benefits of the new arrange- 
ment with Europe, as well as 
growing doubts about the 
ability of Tunisian compa- 
nies to compete, bas intensi- 
fied interest In exploiting tbe 
North African market as an 
alternative. 

“There's an enormous 
potential in the Libyan and 
Algerian markets. People are 
beginning to realise that.” 
said Adel Dzuani. managing 
director of EMBank. a Tunis- 
based merchant bank which 
does business throughout 
North Africa. “The political 
situation in Algeria is fright- 
ening but the business 
opportunity is still there. I 
am not saying forget Europe, 
but look at new markets, 
non-tradition al markets. The 
private sector has made a lot 
of money, and Tunisia does 
have a competitive advan- 
tage. in the textile industry, 
for example, which can 
respond very quickly to 
changes In fashion.” 

Meanwhile, some industri- 
alists may leave the manu- 
facturing sector altogether. 
“Some industrialists are 
very sceptical with regard to 
the change in tariffs, and 
instead want to become mer- 
chants, buying and selling,” 
says one Tunis-based econo- 
mist. 



Insurance in Tunisia 
always STAR 

STAR was established in 1958. 

As the leading Tunisian insurance 

company, STAR is the principal 
partner for companies and investors. 

For almost 40 years STAR has offered an 
array of products to suit the evolving 
needs of the commercial community. 

its experience has opened the door 
to the new world economic order. 



Socidtd Tuntslenne cT Assurance et tie Reassurance 
Square av. de Paris 
TUNIS -TUNISIA 

tel: (2161) 340.866 Fax: (2161) 340.835 



ity production needs to the 
private sector. 

In tbe long term the gov- 
ernment plans to increase 
private participation to 
around a quarter of power 
generation needs, according 
to All Chaouch, minis ter of 
industry. “This [the Rad&s 
project] was only a begin- 
ning. We wish to introduce 
BOO and BOT [build-oper- 
ate- transfer] in other sectors 
as well,” he says. “We hope 
to generalise this system.” 

Mobile telecommunica- 
tions emerges as another 
sector on which tbe govern- 
ment has shown willingness 
to loosen its grip. 
Last month Alcatel, the 
French company, was cho- 
sen to build the country's 
first GSM mobile phone net- 
work. 

The $20m project will have 
a capacity of 35,000 lines ini- 
tially, which could be 


extended to 100.000 lines at a 
later stage. But the service 
will be managed by Tunisie 
Telecom, the public phone 
company, once built, by 
spring next year. 

Other sectors the state is 
considering opening up to 
the private sector include 
treatment of solid waste and 
water. 

However, the private sec- 
tor's role win be constrained 
by legal rigidities. 

Mr Bouguerra explains 
that Tunisian law clearly 
defines a notion of “public 
ownership”. The state must 
remain tbe sole owner of 
existing infrastructure, he 
explains - "only operational 
responsibilities can be trans- 
ferred through concessions". 

As a result, the govern- 
ment will have to finance a 
large number of projects, 
including the ageing rail net- 
work - originally built more 


than 120 years ago. In the 
□ext five years up to TD190m 
will be spent on modernising 
the existing network, 
although the use of passen- 
ger railways bas been 
steadily declining. Tbe gov- 
ernment says this is being 
gradually replaced by tbe 
transport of merchandise 
and raw materials. 

A large-scale expansion 
plan to increase the capacity 
of the country's main air- 
ports will also have to be 
financed from the public 
purse. 

The airports in Tunis. 
Monastir and Djerba should 
see their capacity increase 
to 4.5m passengers. 3.5m and 
2.5m respectively. Last year 
Tunis handled 2.8m passen- 
gers and Monastir 2.5m. 
Their operations could also 
be outsourced at a later 
stage, according to govern- 
ment officials. Earlier this 


year a concession on air- 
ports' duty-free shops was 
granted to a foreign group. 

Public transport in the 
main cities is also a priority 
for tbe government Mr Bou- 
guerra says recently-built 
rail links between Tunis and 
its suburbs have given “good 
results” and extensions are 
being planned. 

Substantial efforts are also 
directed at improving living 
conditions with particular 
attention being paid to rural 
areas where large s ums are 
being spent on roads. 

Water distribution has 
improved dramatically, with 
the proportion of households 
connected to the network of 
drinking water rising from 
26 per cent in 1975 to 64 per 
cent in 1994. However, Mr 
Bouguerra says managing 
water resources remains one 
of the country’s main chal- 
lenges. 


PROFILE 


Tunisie Porcelaine 


A platter of opportunities 


Investment in expertise 
and technology has 
assured its position in 
the European market 

Self-generating finance and an eye for 
unmet demand are at the heartof the 
rise of Tunisie Porcelaine. After first 
scooping-up the domestic market as a 
supplier of crockery to the conn try's 
growing hotel industry, it now has 
entered markets as an exporter to the 
mo£t prestigious European outlets. 

From when it opened in 1982, the 
company has invested heavily in the 
techniques, expertise and machinery 
to allow it to produce to a standard 
which matches that of its European 
competitors. 

Now the company, which employs 
550 people at its factory at Naasen 
outside Tunis, is making efforts to 
ensure it stays competitive well in 
advance of the dismantling of trade 
barriers, with the European Union. 

“Since embarking on what the 
government terms a strategy afrnise 
& niveau to raise standards and 
competitiveness, the company has 
become a showpiece of Tunisia’s 
preparations for its new relationship . . 


with the EU. Central to this strategy 
is the investment of TD4m (S3. 6m) in 
an extension to the factory and the 
purchase of ovens allowing a 
dramatic increase in output TDl.Sm 
(01.1m) has been provided as a 
government credit to assist 
companies follow the mise & niveau 
programme. 

“It's a great encouragement from 
the state to help with 
competitiveness,” says Sami Idriss, 
deputy managing director. “Before, 
we were not competitive. Tbe 
products we produced were a one-way 
market We didn't pay duties, though 
Europeans exporting to Tunisia did. 
We also have another advantage: 25 
per cent of our costs are wages. In 
Europe wages account for 60 per cent 
of costs. For us the real competition 
will come from China and Thailand, 
where wages are 30 per cent of ours, 
but the quality is lower. So. we are 
for Europe what China is for us.” 

The export market which was not 
an essential part of the company’s 
original strategy in 1982, now 
accounts for 65 per cent of sales. With 
government financial assistance 
facilitating the expansion and 
capacity-building programme, output 


will rise to 3,500 tonnes per year. 
Foreign customers include Barneys in 
New York, Christofle and The Conran 
Shop in Paris. Habitat in Loudon. 

Despite its success, however, 

Tunisie Porcelaine is more an 
example of a company which has 
benefited from its dominance of a 
captive market than one which bas 
evolved its business according to the 
principles of efficiency. Founded with 
TD1.7m (01.5m) of capital from other 
companies within the privately-owned 
Les Grangers group, which includes 
hotels, agriculture and services, it can 
afford to borrow substantial sums in 
preparation for new competition - if . 
that competition transpires. 

“Even when the Europeans don't 
pay the duties, they are not really 
going to find a market for their goods 
here,” Mr Idriss said. “But, from the 
point of view of potential, it is the 
North African market which is 
extremely interesting. It Is a natural . 
market for us. In Algeria there Is a 
problem of credit facilities, but North 
Africa must permit the birth of a free 
market. As the EU gets bigger, 
inevitably the North African 
countries must move in this 
direction.” 
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Industry shifting focus to quality 
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A move upmarket 
is planned to 
counter intense 
global 
competition 
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Ben Ali’s regime 
at the crossroads 


Continued from Page 1 


and well-established middle 
class and manageable social 
problems, diplomats and 
analysts say the regime 
resorts to unnecessary cau- 
tion and repression which 
can be counter-productive in 
the long run. 

The EU agreement has led 
to increased scrutiny of 
Tunisia's political record 
and a critical EU parliament 
declaration last year is 
believed to have contributed 
to the release of two jailed 
opposition leaders. But 
although Tunisia's Islamists 
have been repressed and the 
secular opposition is weak, 
the government’s appetite 
for control and vigilance 
seems to be on the rise. 

In January, a circular 
issued by the ministry of 
higher education required 
that anyone organising a 
meeting or conference sub- 
mit to the ministry of inte- 
rior beforehand the list of 
participants and the text of 
papers to be submitted. The 
ministry of tourism, mean- 
while, required hotel manag- 
ers to inform the police of 
functions, including the 

rtarniw of nr gnnfcor c 

The moves appear to be 
the reason why at least one 
'multinational was visited by 
a police who asked to sit in 
on a meeting. The company 
protested to its embassy and 
the practice stopped. 

Stung by the criticism that 
opponents of the regime 
voice outside the country, 
the government earlier this 
month introduced an amend- 
ment to the penal code 


aimed at preventing Tuni- 
sians from spreading what it 
called “false information” to 
outside parties. 

Officials say political open- 
ing will come about gradu- 
ally and point to Mr Ben 
Ali’s decision to give more 
seats to the legal but docile 
opposition In municipal and 
legislative elections. “You 
cannot blame a country for 
being extra-cautious,” says 
one government official. "We 
have to be careful because of 
the experience of our neigh- 
bours.” Many businessmen 
agree and say democracy in 
Tunisia should focus on 
“providing a decent living 
for people.” 

Secular opponents, how- 
ever, dismiss Mr Ben All's 
tap down approach as 
another attempt at control- 
ling the opposition. They 
warn that it is precisely the 
government's refusal to 
allow the development of a 
strong secular opposition 
that will effectively keep the 
Islamist threat alive - Just 
as al-Nahda emerged in the 
1980s as the only alternative 
to one-party rule. 

“Using Algeria as an alibi 
(|or repression) has worked 
well in foreign countries,” 
says Mr Kheznais Kails, a 
vice president of the Tuni- 
sian human rights league. 
“But there is another way of 
looking at the situation. Our 
telephones are bugged, our 
human rights militants live 
in the repression, our union 
does not play its role, nor do 
political parties, nor does the 
press. This creates a void 
and it opens the door to 
adventure.” 


The numbers are up but the 
prices are down - a trend 
which is in urgent need of 
reversal as Tunisia ftnibarics 
on a broad re s tr u ct ur ing of 
its tourism industry. 

More than 20 years after 
Tu n i s ia became a favoured 
holiday destination for pack- 
age tourists seeking the sun 
beyond the crowded beaches 
of Spain and Greece, the 
industry is now being forced 
to decide on new strategies 
which will enable it to sus- 
tain its position into the 
next century. Otherwise, it 
is likely to lose market share 
In the face of stiff; and previ- 
ously unforeseen, competi- 
tion. 

Total revenues from tour- 
ism have doubled since 1987 
from TD568m (8516m) to 
TD1.4bn ($l.2bn) in 1996, 
accounting for 10 per cent of 
GDP and retaining the sec- 
tor’s position as the coun- 
try's highest net earner of 
foreign exchange. 

Com pet i tion, nevertheless, 
has become more intense. 
“The lowering of air 
far es ban mt*gr|t that Tunisia 
must compete with destina- 
tions that are further and 
further away, such as Flo- 
rida, which costs the mtiw to 
fly to [from western Europe] 
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as Tunisia. Previously the 
competition was essentially 
Mediterranean. Now It has 
become global,” says Rad- 
houane Ben Salah, president 
of the Tunisian Hotel Feder- 
ation. 

Extensive government 
research has been done in an 
effort to remedy the prob- 
lems a rising out of fhte now 
competition. It has been 
decided that diversification 
and a great Improvement in 
quality are the essential 
Ingredients, making it passi- 
ble for a new phase In the 
development of the industry 
to be opened. 

“It's not the quantity of 
visitors that really preoccu- 
pies us. It's the quality,” 
says Mr Ben Salah. “We 
have failed to assert the 
image of modernity which is 
the reality of Tunisia. People 
think we are desert and cam- 
els. Our publicity Is insuffi- 


cient. People want to know 
in advance that they are 
going to get a hotel which Is 
as modern and comfortable 
as elsewhere. To this we 
have put the emphasis on 
high quality hotels. Between 
1990-06, SO per cent of new 
hotels were four or five star. 
We are looking for the jet- 
set" 

Far the government’s crit- 
ics, the shortcomings of this 
strategy are numerous. Com- 
parisons with Florida are 
ridiculed, with tour opera- 
tors complaining that a 
package to the southern US 
would offer higher, stan- 
dards, as well as a Cheap or 
even free rental car for the 
holiday.. The profitable Air 
Tunisia national airline dom- 
inates the tides, while car 
rental Is exorbitantly expen- 
sive, owing to high import 
tariffs on cars. 

“Europeans are not getting 
richer, and want to spend as 
little as possible. -So, the 
number who can spend more 
money is not going to 
replace the mass. But it’s 
necessary for vs to provide 
for both frindF of tourism,” 
says Slab Maaoui, minister 
of tourism. 

Government figures show 
that during the high 
season month of July this 
year, tourists occupied hotel 
rooms for a total of 3-5m 
nights, an Increase of 
175 per cent on July 1996. 
In the first six months of 
1997, 2L2m tourists visited 
Tunisia, an increase of 45 
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Tourists stB on joy souks but they also want quaffly hotels 



Sousse and othsr seaside resorts are favourites but thars are plans to dhnrsHy attractions 


per cent on 1998. 

Radical measures have 
been Introduced to meet the 
demands of an obviously 
loyal community of tourists, 
who, the government 
believes, may be looking fix- 
more than just sandy 

A $45m fund, financed out 
of a one per cent levy cm 
hotels, 1ms been established 
which will flnaTMw environ- 
mental protection schemes 
over five years in areas 
where tourism potential is 
threatened by over-develop- 
ment or bad planning. 

Environmental concerns 
will complement a new 
emphasis on cultural tour- 
ism, which has so far 
been under-developed. Saha- 
ran adventures, golf holi- 
days, health breaks and busi- 
ness -conventions are all 
intended to diversify the 
product currently on offer. 
To this end, the government 
intends to make tourism in 
Tunisia a little more excit- 
ing. 

“We have very nice hotels 
on the sea fronts, but there's 
not much activity for people 


when they move around, 
particularly in Hammamet. 
So, this Is something we 
plan to remedy by next 
year,” Mr MbhiwtI- 

Night life has never 
been part of the Tunisian 
allure, and travel agents 
flwrf their task of selling holi- 
days more difficult as a 
result 

Hammamet Sud. east of 
Tunis which, adjoins the 
established resort town of 
Hammamet is an example of 
the g ove rnment's strategy of 
raising the standard of 
hotels tn an effort to attract 
higher spending visitors. 

By the end of the decade 
the government plans to 
the number of hotel 
roams nationwide fay 24.000 
to 200,000, through the provi- 
sion of favourable credit 
terms to an industry which 
is now entirely in private 
sector h ands , in Hammamet 
Sud this has led to construc- 
tion of SO four- and five-star 
hotels. 

Some critics question the 
need for more upmarket 
hotels, how eve r , pointing to 
current pressure an prices. 


“My own view Is that we 
don't n e ed Hammamet Sud. 
We haven't even filled up 
the hotels that we bave in 
Hammamet,” said one travel 
Operator. 

“When you can’t fill up a 
hotel, the first thing you do 
is lower the price, and the 
prices bave now become a 
catastrophe. We are in the 
process of selling rooms in 
hotels next to the sea for 
TD12 ($10) for half-board. 
Over the past three yeans 
prices have dropped by 50 
per cent, because of a lack of 
demand. Even in five-star 
hotels you can find a room 
for $18 a night With Ham- 
mamet Sud it a case of buy- 
ing the carpet before build- 
ing the house.” he said. 

Despite current scepticism, 
the government remains 
determined to pursue its pol- 
icy. A scheme to retrain 
12,000 hotel staff in order to 
clarify the differences 
between grades of hotels, is 
to be launched to raise the 
standard of the four- and 
five-star hotels to interna- 
tionally-recognised stan- 
dards. 
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Convenient airport convenient schedule, short flight 2h30, unrivalled 
comfort and service with the Espace Privilege, and as from 24th March a 
4th flight on Saturdays to make the most of short or tong weekends. .. To go 
to Tunisia, your clients have every reason — ' 3 , 

to fly Tunisair, Tunisia's national airline. 

For further information, please contact: 0171 734 76 44 ^ 

THE VERY BEST. Of TUNISIA 


Lilian 

& set* 


^ 1 - ~ ' . . • * -«4i* * 

..-r* - r 


-s jy. 




I ! . JS 










tK &£?£& 




jty 



FINANCIAL TIMES 


A world loader in 
flexible Connectors 

T1: 01923 775547 


COMPANIES & MARKETS 


)THE FINANCIAL TIMES LIMITED 1997 


Monday September 22 1997 


Week 39 


PRINTERS 
FAX MACHINES 


- 2R i & 

*2 Ik 
■' -—-Mart 
:=s * Ras 
■^rsibra 
■=' ^s^acktf 
: ■- i*T~siar 
: ~ - 5 rasa 
• ’ :, ’nn Haa- 
J :f icy. 

- Culfj. 

asssc. 

Krpica, 

^-resspi 
•i rsias 

ii ■" ^ra 
;::i=:sscH 
:• :: -:si. & 

: :: 73i« a* 

::_r- ai 

i ■; ^:eTd- 


i 


1 


| INSIDE 

Brazilian func 

Is 

suffer setbac 

k 


” ** r TT' ^ • V® 

i&s*£f5srai 


equity-based mutual 
fimds was the sensa- 
ticca of Brazil’s stock 
?». markets in the first 
half of the year, foel- 
=£- ling and feeding off ris- 
y ing share prices with a 
i- fourfold increase in 
S capital under manage- 
> ment from H3bn in 
January to $lT9bn by 
the end of July. Then 
came the Asian, currency crisis. Rumours that 
pBrazil was about to undergo an Asia-style deval- 
uation aiid market crash wiped 15 per cent off 
the value of stocks in a week — pnnnph to scare 
off investors testing the waters for the first 
thn^Emag in g~Mgrkets > JPage 24 

CURRENCIES 

Ei mi co nv ergence extends to sterling 

One of the more intriguing recent developments 
in the currency and bonds markets is the slow 
enmrgance of “Emu-convergence trades” for the 
pound- Currency analysts are wondering 
whether convergence trades in' bonds win trans- 
lateinto the currency TnarVgt-B page 23 


With economic data, rather thin on the ground 
tlifs week, attention may switch to the corporate 
aectorwhere a large number of results are due, 

" induing those of Barnett Developments, Guin- 
ness, Redlandand Sears. Page 23 

-NewYoric 

Equities continue to be boosted by strong 
mergetund acquisition activity. Page 23 

Frankfurt 

Ihe Bundesbank gave mixed signals on interest 
rates lastweek. lt made clear ft thought Infla- 
tionary pressures were increasing, but it warned 
- against 'dramatising the inflationary thr ea t . 

This gives same support to the belief that it is 
nhttkrfy to raise rates until next year. Page 23 

Tokyo 

Marfrwta are likely to move sluggishly in a week 
shortened by Tuesday's national holiday. The 
rgomtseftoff by corporate investors to shore up 
profits before their September 30 interim book- 
; dosings will peak by Friday. Page 23 


Another bumper crop of six-month results and a 
budget wiD give French investors plenty to talk 
about. Takeoverruroours are also back on the 
gg£nda,Tollb^i£kg the bid for Salomon' by Adidas 
: aad the swoop on the Warms financial group by 
Artmnisi the p rivate holding company of busi- - 
ngssman Francois PinaulL Page 23 . 

COMMODITIES 
Conferences to focus on food 

Two conferences this week will address widely 
differing trends in the food industry. One. at 
- Oxford in the UE, is on the future agenda far 
ryganic trade; the other, in Brussels, examines 
tHo mmTnFrrriai arirt -regrilalrinry issues from 
genetically modified and novel foods. Page 28 

FT GUIDE TO THE WEEK 
fuHiistings Page 34 

• RACING AUCTION 
|HgnnMnB Sotheby’s is putting oo 
a sale in London for 
j8 collectors in the fast 

\ iMLlS&Sj M The sale of Grand PrLx 
I fetdftlljy M memorabilia will 

include race clothing, 

helmet worn by Michael Schumacher in his 
F errari victory in the 1996 Italian (hand Prix at 
kfonza should-letch up to £26,000 ($41340). 
LDHDEMS UPBEAT IN EASTBOURNE 
TheLibexal Democrats, the UK's third-biggest 
parly, begin their conference in Eastbourne, 
Rfm«i En gland; today in buoyant mood after 
May ’s victories, gaining the largest number of 
■ pfl rihnhantai y «aat« hy a third party since 1929. 
FRENCH BUDGET REVEALED 
The .French budget will be revealed on 
Wednesday. The g o vernment has insisted that 
the_bndget deficit will be cut to meet the 
SfiuaMriittreaty target 3 per cent of gross 
domestic product. 

CHIRAC. VISITS MOSCOW 
Jacques Chirac, the French president, is due to 
start a three-day visit to Moscow and St 
Petersburg on Thursday. 
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Agreements offer route into mainland markets M ‘Red chips 5 lead drive for joint ventures Chrysler^ 

Banks set to seal Chinese links 

By John Ridding in Hong Kong hai Industrial Holdings, the negotiations have come to an formed a joint venture with a drive by mainland conglomer- r I '«L-^ Q Ir 1 

dynamic Hong Kong-based end and I hope we will soon be Chinese counterpart, which ates and “red chips”, the Hong X t-IJV y U t i F j 
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By John Ridding in Hong Kong 

Salomon Brothers, the US 
investment bank, and Dresd- 
i ner Bank of Germany are set 
to form joint ventures with 
Chinese financial companies, 
signalling the latest step in 
moves by international institu- 
tions to position themselves 
for the mai nland China 

market. 

Salomon is today expected to 
announce an alliance with 
Shanghai Industrial Invest- 
ment (Holdings), a business 
arm of the city government 
and parent company of Shang- 


Incentive 
considers 
US listing 
and change 
of name 


By Greg Mcivor and 
Tim Burt in Stockholm 

Incentive, the industrial group 
controlled by Sweden’s Wal- 
lenberg family, is 
a stock exchange listing in 
New York once it completes 
its big disposals programme. 
The company may also change 
its name to Gambro. 

The move would reflect the 
company’s increasingly heavy 
bias towards medical technol- 
ogy through Gambro, its fast- 
growing, wholly owned, ratal 
care division. Almost half 
Garobro’s sales are in the US. 

Advisers to Incentive con- 
firmed the subject was being 
discussed internally. “The 
growing feeling within the 
company is that the US would 
be the best place , to raisenew 
capital,” said one. 

They suggested that Incen- 
tive, with a current market 
value of SKr51bn ($6.5bn), 
would be likely to change its 
name to Gambro .before a Wall 
Street listing. Gambro 
accounts for 82 per cent of 
Incentive’s earnings and 
almost 70 per emit of its turn- 
over. 

Incentive, a former con- 
glomerate. has transformed 
itself into a healthcare group 
via the acquisition of Gambro 
and a rapid series of divest- 
ments since new management 
was install ed in 1991. 

Mikael Lilius, Incentive’s 
chief executive, said a US list- 
ing “could be very interesting 
to us” in the wake of Gam- 
bro’s fl.fibn acquisition of 
Vlvra, tiie US operator erf kid- 
ney treatment clinics, this 
year. 

- “We will have almost half of 
our business in the US, and 
healthcare is very much a US 
industry,” he said. 

But while a listing on Wall 
Street had been mooted among 
senior management, Mr Lilius 
stressed it “was not on the 
agenda today or tomorrow”. It 
would be considered only after 
the completion of the dispos- 
als programme. 

One. corporate financier 
close to the company said the 
business would get a better 
rating in the US than in Scan- 
dinavia, but only when it had 
sold off non-core businesses. 

Among Incentive’s remain- 
ing non-core holdings is TA 
Control, a building materials 
company, HSggiunds, a mili- 
tary vehicles group, and Mao 
Gregor, a marine materials 
handling company. A substan- 
tial stake in ABB, the Swed- 
ish-Swiss engineering group, 
is also slated for disposal 

Mr 'mins would not specify 
a target date for winding up 
these holdings. 

“Timing depends very ranch 
on tiie present value of the 
business versus the forward 
value,” he said. “If we believe 
we can enhance value by keep- 
ing a company for a year or 
two we' would do so.” 

Of the company's 16,000 
employees, some 11,000 are 
based in North America, 
where Gambro is a leading 
manufacturer of medical 
equipment such as dialysis 
mafiiiiiwL Some industry ana- 
lysts, however, warned that a 
US listing would not necessar- 
ily increase a renamed Incen- 
tive’s market liquidity and 
access to capital. 

“The company might get a 
Hi gher valuation in the US, 
bnt I believe that it would 
enjoy better liquidity by 
remaining on the Stockholm 
bourse,” said one analyst 
, Incentive lifted annual sales 
between 1992 and 1996 from 
S830m to $l-4bn. Including 
Vlvra, pro-forma turnover last 
year was about $2bn. t 


hai Industrial Holdings, the 
dynamic Hong Kong-based 
conglomerate. The accord is 
expected to include a Joint ven- 
ture in asset management anri 
the establishment of an invest- 
ment fond. 

At Dresdner Bank. Juergen 
Sarrazln. chief executive, said 
yesterday the company was 
poised to conclude a joint ven- 
ture with a Chinese securities 
company. “We are about to 
enter into a joint-venture 
agreement to establish a foot- 
hold in this promising mar- 
ket” he said. “At this point we 
cannot disclose the name. But 


negotiations have come to an 
end and I hope we will soon be 
able to disclose forther 
details." 

The German hanir is thought 
to be awaiting final approval 
from Chin ese authorities. 

International hanks are seek- 
ing mainland partners to posi- 
tion themselves to capitalise 
on financial deregulation in 
China. An alliance with a 
mainland institution would 
also help to win mandates for 
overseas lis tin g s and restruct- 
uring by mainland companies. 

Morgan Stanley, the US 
investment bank, Ha« already 


formed a joint venture with a 
Chinese counterpart, which 
has in turn secured a role as a 
ipad manag er in the forthcom- 
ing listing of China Telecom. 
The listing is expected to be 
the biggest international ini- 
tial public offering by a main- 
land company. 

Several other western finan- 
cial companies are in negotia- 
tions. Jardine Fleming, the 
Hong Kong-based investment 
bank, is also thought to be 
near agreement with a Chinese 
conglomerate concerning an 
Hllignnp in finanrial services. 

The influx coincides with a 


drive by mainland conglomer- 
ates and “red chips”, the Hong 
Kong arms of Chinese business 
groups, to build financial 
expertise. 

Over recent months, several 
have forged partnerships with 
Hong Kong banks or bought 
stakes in financial services 
companies in the territory. 
Cosco Pacific, the shipping 
group, is seeking approval to 
take a stake in Liu Chong 
Hing bank. In August, China 
Resources, oue of the biggest 
red chips, bought a controlling 
stake in Hong Kong’s HKCB 
bank. 



Taiwanese bicycle manufacturer Giant, producing 20% of the world’s bikes, is to increase production overseas pun Mima Mm 

Giant to open cycle factory in US 


By Peter Marsh 
in Kaohsiung, Taiwan 

Giant, the Taiwanese company 
which is one of the world’s big- 
gest producers of bicycles, has 
announced plans to set up a 
manufacturing plant in the US 
as part of its globalisation 
drive. 

The company has just 
opened a plant in the Nether- 
lands. The new factories are 
part of its plan to produce two- 
thirds of its annual output out- 
side Taiwan by the end of the 
century. 

Five years ago all Giant’s 
bicycles were made in Taiwan, 
which produces about 10m 
cycles a year - some 20 per 
cent of the estimated world 
output. Chant expects to make 
2£m bicycles this year, worth 
$400m at factory prices. ' 

Like many other Taiwanese 
producers, the company built 
its business manufacturing 
bicycles under contract for US 
corporations that specialised 


Manufacturer aims to produce 
two-thirds of its annual output 
outside Taiwan in next two years 


in cycle design and marketing 
It is now exploiting a resur- 
gence of interest in cycling in 
the US and Europe with the 
opening of its $2Qm factory at 
Lelystad in the Netherlands 
where it initially expects to 
produce about 100,000 bicycles 
a year. 

Over the next three to five 
years, output from the Lely- 
stad plant will increase to 
500,000 a year, according to 
Antony Lo, president 

The plant employs 120 
people. The company expects 
this figure to increase to 300 
by 2001. 

The company is planning to 
open its US factory in about 
three years- The US is its big- 
gest market accounting for a 
third of the bicycles it pro- 


duces:' Mr Lb says'the plan 
depends On Giant maintaining 
its current level of growth; 
output has risen TO per cent in 
the past five years. 

This increase has been 
helped by the two factories 
Giant has set np in China 
since 1993. Before that its only 
production operation was at its 
headquarters in Taichung, 
Taiwan, which produces about 
lm cycles a year. 

About 93 per cent of Giant's 
revenues are derived from out- 
side Taiwan, with Europe 
accounting for about a fifth of 
Its current production. It also 
has a large share of the bicycle 
market in China and Japan. 

Mr Lo said that within two 
years he hoped to lift total pro- 
duction to 3m bikes a year. 


with output from the Taichung 
plant pegged at the current 
leveL “We don’t want to be 
known as a Taiwanese com- 
pany, but as a global com- 
pany." he said. 

. Giant is among the main 
players in the- world bicycle 
market Of the estimated 50m 
bikes produced each year, half 
are sold in China. Other lead- 
ing companies include UK- 
based Derby International, 
makers of the Raleigh brand, 
and Huffy Corporation of the 
US. 

While Giant reserves its two 
plants in China for low-cost 
bikes suitable for selling in 
China and other parts of Asia, 
its Taiwanese and Dutch facto- 
ries concentrate an high-price 
“sporting” bikes which can 
retail at up to $2 .500- 

Giant is publicly quoted on 
the Taipei Stock Exchange, 
although 65 per cent of the 
shares are held by senior man- 
agers and private investors, 
including Mr Lo. 


By Gwen Robinson 
and GBOan Tett In Tokyo 

US companies Chrysler and 
Anheuser-Busch have joined 
the exodus of foreign corpora- 
tions from the Tokyo Stock 
Exchange, citing the high 
COStS Of maintaining listings 
relative to their low share 
trading volumes. 

Chrysler, based in Michigan, 
was listed on the TSE’s foreign 
section in 1986, followed by 
Missouri-based Anheuser- 
Busch, the brewer, the follow- 
ing year. The two companies 
subm itted applications to the 
TSB on Friday for their with- 
drawal. and are expected to be 
delisted on September 29. 

Their decision comes two 
weeks after the TSE an- 
nounced plans to stem the out- 
flow of foreign companies by 
easing listing criteria and low- 
ering associated costs. 

The latest withdrawals will 
reduce the number of foreign 
companies on the TSE’s for- 
eign section to 62, from a peak 
of 127 in late 1991. Several 
other foreign companies have 
sai d the y will withdraw from 
the TSE by the end of the year. 

The drive to woo foreign 
companies reflects the govern- 
ment’s determination to 
increase Tokyo's competitive- 
ness and efficiency as a stock 
trading centre before “big 
bang” financial reforms. 

These include abolition of 
fixed commissions on stock 
transactions and relaxation of 
some regulations affecting bro- 
kers. The government may 
also phase out taxes on securi- 
ties transactions. 

Such changes are expected 
to drive up trading volumes 
and to increase pressure on 
the TSE's trading system, 
which brokers have criticised 
as in efficient 

The TSE plans to upgrade its 
electronic trading and extend 
hours for some securities 
instruments to be traded 
off the floor by mid- 
November. 

Many expect deregulation to 
shake out the financial sector 
and to close many of Japan’s 
200 small and medium-sized 
brokers. 

• Share prices in Sanyo Secu- 
rities, one of Japan’s middle- 
ranking brokers, fell 16 per 
cent to Y92 on Friday - the 
lowest level since the company 
was listed in 1973. 

Sanyo, with several other 
medium-sized brokers, had 
reported huge losses in the 
first half of the current year, 
after forecasting profits. 


UK aggregates 
group overhauls 
French activities 

Redland plans joint ventures and 
disposals for troubled subsidiaries 


Dun & Briidstrcct 


By Jean Eaglesham in London 

Redland has begun a series of 
joint ventures and disposals 
designed to focus the UK 
bafldings-agEregates and roof- 
tiles group on its core 
operations, by shedding or 
restructuring some of its most 
troublesome subsidiaries. 

The overhaul is concen- 
trated upon Badland's France- 
based activities. The group 
has just agreed to sell Redland 
Route, a heavily lossmaking 



Redland’s Robert Napier 

French road-surfacing busi- 
ness, to its management for a 

nominal sum. 

The group Is now frying to 
finalise a joint-venture deal 
for Cfrannlat, its French aggre- 
gates operation. Robot Nap- 
ier. Redland’s chief executive, 
refused to be drawn into spec- 
ulation that the tie-up would 
be with Lafarge, one of the 
leading French aggregates 
operators. 


“It is well known that the 
business is up for sale and cor- 
rect to speculate that we may 
well be looking at a joint ven- 
ture, but I am not prepared to 
comment further than that,” 
he said. 

Redland has already 
announced a joint-venture 
deal with Bond, the US con- 
struction group, which will 
merge their US tiling arms, 
Redland’s Monies: and Bond's 
Lifetile. “It is a very competi- 
tive market and putting our 
business together with theirs 
makes a lot of sense,” said Mr 
Napier. 

Redland bought its French 
aggregates business as part erf 
its £lbn <$L6bn) purchase of 
Steetley In 1991 - a move 
which the company subse- 
quently admitted had been a 
“financial disaster". The 
aggregates operation has 
straggled In recent years. 
Spending on French construc- 
tion has fallen sharply 
because of mounting pressure 
on the government to meet the 
economic criteria for entry 
into European monetary 
TTTrifm. The aggregates opera- 
tion's problems contributed to 
a slump in Redland's French 
profits last year from £22. 6m 
to £2. 8m. 

Redland dropped its plans to 
sell the business outriefot ear- 
lier this year because of the 
weakness of the French franc 
and the low offers it received. 

More details will be 
announced an Thursday, when 
Redland unveils its results for 
the first Hulf of .this year. 
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Jessop looks at 




By Richard Woiffe, 

Midlands Correspondent 

Jessop Group, the UK 
specialist photographic 
retailer. is to expand its 
store ' chain by more than a 
third as part of a strategy of 
rapid growth ahead of its 
planned flotation next year. 

The Leicester-based group 
then aims to spend the cash 
raised by coming to market 
to take over rival chains of 
photographic stores in the 
highly fragmented sector. 


Jessop wants to reinforce its 
existing position as the larg- 
est specialist in photography 
to compete with larger 
retailers such as Dixons. 
Boots and Argos. 

Photographic retailing is 
poised for upheaval as stores 
gear up to sell digital cam.' 
eras, which require addi- 
tional spending on comput- 
ers and laser printers. 

Last month Era Group 
said it would sell its Tecno 
chain of photographic shops, 
the largest rival to Jessop. 


Era. which reported pre-tax 
losses of £13JEm on sales of 
£9L7m last year, said Tecno 
had bees operating “close to 
break-even” after two years 
of cost-cutting. 

In contrast. Jessop is 
resuming an ambitious 
expansion strategy which 
took the company from a 
single site in the 1980s to 
national coverage a decade 
later. Its growth was cur- 
tailed by the recession of the 
early 1990s. when effort 
switched to developing its 


mail order business. 

The group has 74 stores 
and plans to expand to more 
than 100 by next year. It is 
also discussing the launch of 
concession stores within 
other high-street rhatna 

Tim Brookes, chairman 
and chief executive, said: 
“We have to become more 
dominant and bettor known 
to compete with the Ekes of 
Boots and Dixons. With new 
digital technology, there is a 
temptation for photography 
to migrate to computer 


shops, so we have invested 
very heavily in digital. ' 

"The photographic retail 
sector has not yet been 
rationalised, with national 
branding, in the same way 
that high street chemists' 
have been. We need a nat- 
ional business so we can use 
advertising nationally." ' 

Jessop was bought by Nat- 
Weet Ventures, the venture 
capital arm of National 
Westminster Bank, last year 
in an estimated £32m deal 
with Jessop’s founding fam- 


ily. At the time, NatWest 
Indicated it would seek -an 
exit route within three 
years, but the timetable has 
beenaccelerated because of 
Jossop's growth. 

Founded more than 60 
years ago, Jessop has a 
reputation as being the 
store tor photography buffs 
and professional photogra- 
phers. 

The group, which employs 
1,050 staff, made pre-tax prof- 
its of ftt.lxn on sales of £80m 
last year. 


Orange slices 
foreign prices 


By Alan Cane 

Orange, the UK-based mobile 
phone operator, is Introduc- 
ing new prices for outbound 
international calls which sig- 
nificantly undercut those of 
British Telecommunications 
as well as its rival mobile 
operators. 

The move is a further step 
in Orange's long-term cam- 
paign to persuade customers 
to use mobile phones as an 
alternative to the fixed vari- 
ety. rather than a conve- 
nience or emergency mea- 
sure. 

Hans Snook, managing 
director, said: “We believe 
there is no reason why the 
cost of phoning abroad 
should be as high as it is and 
consequently, from October 
1. it will not be far Orange 
customers." 

Orange international call 
rates will be 20 per cent 
cheaper than BTs basic rate. 
A five-minute weekday call 
to New York in the daytime 
will cost 88p on Orange com- 
pared to £1.17 on BT and 
£6.46 cm Cello et 

Calling Europe will also be 
cheaper on Orange. A five- 
minute weekday call to 
Milan will cost £1.36 com- 
pared with fiLTl on BT and 
£3.29 on Vodafone. 

Orange's mobile rivals 
were dismissive of the new 


pricing. Vodafone, the UK’s 
largest operator, pointed out 
that most UK mobile cus- 
tomers use their phones 
either in Britain or for keep- 
ing in contact while abroad. 

It believed the move was 
aimed at increasing Orange's 
share of the corporate mar- 
ket where most large cus- 
tomers already received deep 
discounts from established 
operators. 

The cost of international 
calls has fallen steeply in 
recent years because of 
increased competition and 
the abolition of BT and Mer- 
cury's sole rights to carry 
international carte cm their 
own cabling. 

A large number of opera- 
tors are now able to offer 
cheap calls, especially across 
the Atlantic. The Orange 
move reflects its belief there 
will be sufficient demand for 
international services to buy 
capacity from a number of 
these operators at wholesale 
rates. 

• Within three years 5.1m 
Europeans will spend more 
than £2.7bn a year through 
mobile commerce, according 
to Logics, the UK systems 
integrator. It believes sub- 
scribers will use the next 
generation of mobile phones 
to send and receive elec- 
tronic cash tickets and loy- 
alty points. 


MAM takes 37% of 
New World Payphones 


By Roger Taylor 

Mercury Asset Management 
is investing £12m in New 
World Payphones, an inde- 
pendent UK company which 
plans to launch a phonecard 
service next month. 

MAM’S private equity divi- 
sion is taking a 37 per cent 
stake in the group from Phil- 
drew Ventures, which 
backed a management 
buy-out from Antah, a pri- 
vate investor group which 
funded the start-up in 1991. 
Chase European Equity 
Associates is also investing 
£A6m in a move which val- 
ues the company, including 
debt, at £56m. 

The deal will raise about 
£9m Of fldrhtfnnfll fluids from 
debt and equity, which the 
company will be able to 
invest in its new phonecard 
division in p+fwr expan- 
sion plans. 

New World operates about 
6,700 payphones, mainly in 
private locations such as 
hotels and airports. Last 
year it moved into the public 
kiosk market, setting up red 
telephone boxes. 

It is now moving into pre- 
paid phonecards and will 
offer a range of cards usable 
in both its own phones and 
in about 135,000 competitor 
phones. Longer term, the 
aim is to mflkp them usable 



Richard Thompson, New WaricTs managing director 


internationally. 

The company is also devel- 
oping a range of smart cards 
which could be used as 
“electronic purses" - pre- 
paid C«ah cards daalgtipH tO 
be an a l ternative to credit 
and debit cards. A number of 
banks are also developing 
smart , card “purses” because 
they are expected to be 


cheaper to operate than tra- 
ditional payment methods. 

New World’s card division 
wifi be managed by a t«im 
from BT including n anny 
J enning s, formerly head of 
BTs charge card division. 

New World had turnover 
Of £12. 3m in 1996-97 and 
made operating profits of 
about £900,000. 


Ex-Biotech men start genomics venture 


By Roger Taylor 

A group of former executives 
from British Biotech, the 
UK’s largest biotechnology 
company, have teamwl up to 
establish the UK’s first gen- 
omics company. 

James Noble, who shocked 
investors in February by 
abruptly leaving his 
£18e,000raa00.500> a year posi- 
tion as British Biotech’s 
finance director, is taking a 
part-time executive director- 
ship at Oxagen, a start-up 
company which will investi- 


gate the links between genes 
and disease. 

Mr Noble will be joined by 
two other former British Bio- 
tech colleagues: Mark 
Edwards, who was director 
of molecular biology, will be 
chief scientific officer, while 
John Gordon, who resigned 
in July as director of 
research, will be a non-exec- 
utive director. 

British Biotech made 
millionaires of both Mr 
Noble and Mr Gordon who 
last year cashed in share 
options worth £2.3m and 


£2 An respectively. 

Trevor Nicholls, previ- 
ously commercial director of 
life sciences at Amersham 
International and who co- 
founded Oxagen with Mr 
Edwards, win be chief execu- 
tive. 

Mr Nicholls said the idea 
for the business had come 
originally from two genom- 
ics experts - Mark Lathrop, 
director of the Wellcome 
Trust Centre for Human 
Genetics at Oxford Univer- 
sity and John Bell, Nuffield 
professor of clinical medi- 


cine. They are both nan-ex- 
ecutive directors of Oxagen. 

Mr Nicholls said the two 
had received offers of 
research collaborations from 
pharmaceu ticals companies 
but had been unable to 
accept them in their aca- 
demic positions. 

Genomics is seen as one of 
the richest sources for futur e 
drug development and has 
spawned a number of compa- 
nies in the US but none in 
the UK. Last year, Ghirosd- 
ence, another huge UK bio- 
technology company, bough* 


Darwin Molecular, a Seattle- 
based genomics company, 
far 3120m. 

Mr Noble’s role at the new 
company wifi be to negotiate 
partnership . deals with drug 
groups. 

A number of discussions 
are already taking plane , the 
company said. Mr Noble said 
that this would be the twain 
source of funding since the 
time needed to get from 
research to successful phar- 
maceuticals makes genomics 
unattractive to stock market 
investors. 
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Vultures swoop 
on sickly trusts 


By Joan Eagtesham 

The launch of two “vulture 
funds’* designed to target 
sickly investment trusts will 
be announced today. The 
funds, both investment 
trusts themselves, aim to 
capitalise on the £7bn of 
unrealised value in the sec- 
tor created by widening dis- 
counts between the trusts' 
share prices mnI their under - 
lying net asset values. The 
average discount has dou- 
bled in the past three years 
as the supply of shares has 
far exceeded investor 
demand. 

The new trusts will be rtm 
by Progressive Asset Man- 
agement Ibis is a new fund 
management group set up by 
Richard Barnett, a former 
Royal Insurance fund man- 
ager, and Nigel Wilson, ex- 
chief investment manager at 
the Bank of England. 

The duo atm to raise £5Qm- 
£l00m for each trust. "We 
want to put a cat among the 
investment trust pigeons. 
The sector is totally mori- 
bund. Unless something is 
done, it's going to wither on 
the vine,” said Mr Barnett 

The two ftmds, christened 
Advance UK Trust and 
Advance Developing Mar- 
kets Trust, will invest In 
trusts trading at wide dis- 
counts to their underlying 
net asset value. They will 
then "where appropriate, 
encourage those responsi- 
ble’’ for the trusts to take 
action to narrow the dis- 
count If the target trust’s 
board balks at this approach. 
Advance will call a share- 
hoWas 1 meeting to fry and 
force the board’s hand or. as 
a “last resort", make a gen- 
eral offer for the trust 

These might sound like 
the classic tactics of an 
a ggre ssor. But Progressive is 
adamant that th^ vulture 


fund tag, which has dogged 
the two new trusts since 
rumours of the launch plans 
surfaced earlier this year, is 
misplaced. It will not be 
looking to bid for trusts or 
management contracts - if it 
makes a successful offer for 
a trust, the fund will be 
handed over to a third party 
to run. 

Progressive also stresses 
that it will take a "construc- 
tive and flexible" approach 
to the boards and managers 
of the trusts in which it 
invests. 

But this reassurance is 
unlikely to cut much ice 
with investment trust man- 
agers. They are already 
under threat from a number 
of aggressors, most notably 
American arbitrageurs. 
These predators have been 
attracted by widening dis- 
counts - the current average 
discount of 12 per cent repre- 
sents about £7bn of unreal- 
ised value in the £60bn sec- 
tor. 

There are also signs that 
the big institutional inves- 
tors in the sector may be 
innwi singly willing to sup- 
port action, such as take- 
overs, which would help 
unlock that value. 

Some managers appear - 
in public at least - resigned 
to the resulting pressure on 
their trusts. 

“It does feel as if we have 
got to the stage in the 
investment trust cycle where 
it is a case of the survival of 
the fittest - but there are 
some very fit trusts out 
there," said Rod Birkett. 
investment director of Flem- 
ing investment Trust Man- 
agement. “Things such as 
vulture funds are part of the 
way that markets wbrk," he 
adds. 

But Progressive is likely to 
face a mare hostile reaction 
from many in the industry. 


Swiss Re 
ahead of 
forecasts 
with 46% 
advance 

By Christopher Adams, 
Insurance C orre s pondent 


Swiss Be, the big Zorich- 
based reinsurance group, 
pleased investors with a 46 
per cent increase in first 
half profits when it pub- 
lished interim results for 
the first time. 

Growth was much higher 
than expected, but distorted 
by the acquisition of Mer- 
cantile & General Re from 
UK life assurer Prudential 
in 1996. Pre-tax profits 
increased from SFr996m to 
SFrL46bn ttlbn). 

-Shares in the group, 
which ranks second in the 
world, after Munich Re, 
jumped SFr24 to dose at 
SFr2,i99 on Friday as it 
offered an upbeat forecast 
for tiie year as a whole, say- 
ing it expected annual 
growth to match that seen 
in. the first half. Premiums 
would increase 25 per cent 
overall. - 

Including investment 
returns, the non-Ufa under- 
writing result improved 
28 per cent from SFr341m to 
SFr435m. Excluding invest- 
ment returns, the figures 
deteriorated from a loss of 
SFr510m to STT644m- 

Life profits increased 
sharply following the 
acquisition of M&G Be, 
which msTiaUors in life and 
health reinsurance. They 
jumped from SFr83m to 
SFrl38m. 

Analysts wanned to the 
figures, which were released 
sli g ht ly earlier than many 
had been expecting. Swiss 
Be said it would send a bi- 
annual letter to sharehold- 
ers today. 

“This shows they’re still 
polling rabbits out of the 
hat There’s been virtually 
no customs- defections at 
MAG Be on the life side, 
and on the non-Ufe side 
they’ve kept more business 
than they expected,” said 
Brian Shea, an insurance 
analyst - at Salomon 
Brothers. 

Gross premiums rose 36 
per cent to SFrS.Hm. About 
9 per cent of that was attri- 
buted to recent- strength in 
the Swiss franc against 
other currencies. 

Premium gr o wth would 
diminish in the second half, 
the company said. 

Exceptionally high 
retains from investment in 
capital markets also boosted 
profits, but the company did 
not disclose the size of any 
realised investment gains: 
Return on equity was 15.7 
per cent. 


NEWS DIGEST 


Telecom Italia 
sell-off appeal 

holders in Telec om .^ Snid fears that interest in the 
communications grow. ““Sr than expected, 
first stage of the its 44.7 per 

The Italian goveriiment wlnch ls senm* ^ ^ ^ 

cent stake mthe organisation. is , . seeking to 

general public soon. so, l ^ 

sell up to 15 per cent of the company ^ conj^j 

institutional and corporate ™ 

sS«rA-S5 

dale Italians and Monte da Paschi di Siena. 

lie Rattan Treasury yesterday 
that it might hold on to part of its stake beca^ ai tiie 

slow uptake of interest in the “stable core. Tbs Italian 

news agency Ansa quoted an unnamed 

as saying that “there has never been any question of the 

Treasury holding onto a packet of 

The source went on to say: “There is norisk of anystok 
being unsold and the expressions of ^er^twfe^p^e 
have shown reinforce that conviction. James Bha, Rome 

Carlsberg-Tetley to cut costs 

Carlsberg-Tetley, the UK’s third-largest brewer, is to 
announce a sweeping cost-cutting drive after ite merger 
with Bass was blocked by the Department of Trade and 
Industry on competitive grounds. 

The fixture of the company’s brewing operations at 
A&oa in Scotland and possibly Wrexham in Wales is in 
doubt as Carlsberg-Tetley seeks to lower production costs. 
Some of its 20 distribution depots may also close. The 
company would not say yesterday when the announce- 
ment would be made. 

Rejuvenation of Carlsberg-Tetley was made urgent after 
Carisberg, the Danish brewer that is set to end up owning 
85.1 per cent of Carlsberg-Tetley, said it would take urgent 
steps to enhance the company's viability. 

In evidence to a Monopolies and Mergers C omm i ss ion 
inquiry, Carisberg had warned that “there was a real risk 
fhfl* CTT would enter a downward spiral" if the merger 
were blocked. Had the merger with Bass been completed, 
CT would have emerged as part of Britain's biggest 
brewer. Now it must choose a new strategy as a distant 
third, with 14 per cent of the market, compared with the 
28 per cent of Scottish Courage and 23 per cent of Bass. 

Vincent Boland 

Home shopping spreads 

Tesco. the UB7s largest food retailer, and Iceland Group 
are both planning to extend their home shopping services 
after successful trials. Tesco plans to extend its service to 
cover the entire area inside the M25 London orbitai road 
and later the rest of the country, although it has set no 
date far the expansion. The service allows customers to 
order their shopping by phone, fax or internet. 

Tesco b^an trials of the service two years ago at 
Osteriey, west London. 

Iceland will this week announce it is expanding its 
home shopping service to Edinburgh and the north-east 
The company has been trialing the service, which will 
allow customers to order by phone or fox from a 64-page 
illustrated catalogue, in Portsmouth. 

Iceland already offers free home delivery to customers 
who shop at the store. Roger Taylor 

Aran Software to float 

Aran Software is planning to raise up to £5m from a 
flotation on Aim, valuing the company at £12m-£15m. 
Aran, which specialises in software development tools - 
computer programs which help others write their own 
software - had turnover of £?..6m last year and made 
pre-tax profits of £710.000 before research and develop- 
ment costs of £Llm. But Adrian Batten, managing direc- 
tor, said he expected turnover to rise to £42m this year. 
Sales in the first quarter had reached £l.l4m compared 
with £790,000 last time. 

NBS Retail Systems, which supplies software and con- 
sultancy to the retail industry, is planning to raise £4m 
from a listing on Aim which would value the company at 
£12m. H alf the money would be from the issue of new 
shares and would be used to fund further development. 
The remaind er would be raised from the sale of existing 
shares, hi the first half of 1997, NBS made pre-tax profits 
of £454,000 (£196*000) on turnover of £l.55m (£L09m). 

Roger Taylor 

SETON HEALTHCARE has acquired Simco, a mnmrfan 
turer of OTC p h a rmac eutical medicines, for £5^m. Simco, 
based in Guernsey, comprises two businesses. J&J Hold- 
ings and Simco. More than 60 per cart of its sales are to 
Set on, par ticularly the head lice treatments which are a 
fa st-gr owing area of its business. 

■ EWART has disposed of Tailgate House, a retail invest- 
ment property at Bradbury Place, Belfast, for £LZ5m gross 
in cash. Net proceeds will be used far investment and 
development activities. 
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Mitsubishi Electric warns of losses 
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By Paul Abrahams in Tokyo 

Mitsubishi Electric, one of 
Japan's leading engineering and 
electronics groups, has warned it 
will post a consolidated loss this 
financial year. It blamed a combi- 
nation of factors, including the 
recent currency turmoil in south- 
east Asia. 

The company said it now 
expected to post net consolidated 
losses for the full year to March 
31 1998 of YlObn (S82m) against 
previously forecast profits of 
Y20bn. Sales are expected to 
reach Y4,ooobn. That compares 
with consolidated net profits last 
financial year of Y8.5bn on sales 
of Y3,725bn. 


Sluggish domestic sales of air 
conditioners, falling D-RAM 
prices, acute competition in the 
audio-visual market, and cur- 
rency turmoil in Thailand were 
to blame, said Mitsubishi Elec- 
tric. It reftised to quantify the 
effects of these problems on indi- 
vidual businesses. However. It 
said it was taking measures to 
improve profitability. 

The company also downgraded 
its forecast for non-co nsoli dated 
recurring profits for the financial 
year to March 31 from YTObn to 
Y45bn. Non -consolidated net prof- 
its would be about YlObn against 
a previous forecast of Y32bn. 
Sales are expected to be 
unchanged at Y3.ooobn. That 


compares with last year’s net 
non-consolidated profits of 
Y25.8bn on sales of Y2£45bn. 

Mitsubishi Electric said the low 
barriers to entry in the audio- 
visual sector were making the 
market Increasingly competitive. 
The company would continue its 
efforts to improve productivity in 
its US operation, as well as shift- 
ing production to east Asia, 

As part of this process, produc- 
tion of video recorders would be 
transferred from Livingstone. 
Scotland to Malaysia. The Living- 
stone plant would concentrate on 
television manufacture. 

Profitability had also been 
affected by two early typhoons 
which hit Japan in July, it said. 


These led to unusually cool 
weather. The overall market for 
air-conditioning units was down 
12 per cent or lxn units, the com- . 
pany said. 

.Semiconductor profits had also 
been adversely affected by . the 
rapid decline in the prices of 16 
megabyte D-RAMs. These had 
fallen Cram $14 in the first half of 
1996 to just $8 in the same period 
thte year. 

The recent Asian currency cri- 
sis had also hit profitability, 
because its businesses in south- 
east Asia import products from 
Japan which are priced In yen. In 
response, the group planned to 
continue to increase the amount 
of local product in its south-east 


Asian factories. For example, at 
•Layong, Malaysia, it would dou- 
ble production capacity at its 
automotive parts factory to 
200,000 alternators and starter 
motors a year. 

Mitsubishi Electric’s warning 
came as the Keidanran, the lead- 
ing business organisation, 
■ released a survey showing that 70 
per cent of Japanese companies 
expected the recent currency cri- 
sis in Thailand would adversely 
affect the profitability of their 
Thai subsidiaries. Nearly 14. per 
cent of the S3 companies that par- 
ticipated in file survey said they 
feared the companies they do 
business with in Thailan d could 
go bankrupt ■ 
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Suzuki row 
with India 
back to court 


By Mark Nicholson 
in New Delhi 

The row between Suzuki, the 
Japanese carmaker, and the 
Indian government over the 
management of Maruti, their 
vehicle joint venture, 
returns to court this morn- 
ing. and then perhaps to a 
potentially confrontational 
ann ual general meeting, 
after weekend talks failed to 
bridge differences between 
the two sides. 

The dispute arose when 
Suzuki challenged the Indian 
government’s appointment 
In late August of 
R.S.S.N.L. Bhaskarudu as 
managing director of India’s 
biggest carmaker. 

After four hours of talks in 
Delhi on Saturday, Mr Probir 
Sengupta, chairman of 
Maruti and Indian govern- 
ment appointee on the 
board, said only that “the 
discussions were cordiaL We 
will make our discussions 
public before the court on 
Monday”. 

Suzuki made no comment, 
saying only that the matter 
was sub judice. A Delhi high 
court judge - who insisted 
on Friday that the two sides 
try to resolve their differ 
ences over the weekend 
will rule this morning on a 
Suzuki petition calling for a 
stay on Mr Bhaskarudu’s 
appointment and on the 
AGM, due this afternoon. 

The only sign of any con- 
ciliation was a softening of 


US pressure on 
ING Barings 


By Joan Eaglesham 

ING Barings is under 
pressure from the New York 
Stock Exchange after a rou- 
tine audit of its New York 
brokerage arm uncovered an 
unacceptably high backlog 
of unsettled share bargains. 
But the firm insists that the 
problem is principally a 
technical one. 

“ING Barings Securities 
has acknowledged that the 
level of trade mismatches is 
unacceptable from both the 
firm's and the exchange's 
point of view. They are 
addressing the problem, 
said a spokesman. 

However, he stressed that 
the firm specialised “almost 
exclusively” in emerging 
markets. Share deals in 
these markets are. by their 
very nature, harder to settle 
than deals in markets such 
as the US or UK. 

“It is Inevitable that there 
will be a higher proportion 
of -failed trades than would 
be the case if we were brok- 
ing equities in a developed 
market, " the spokesman 
added. 


ING Barings said yester- 


day that it was unaware of 


any formal investigation by 
regulator the Securities & 
Exchange Commission. It 
also denied reports that Ned 
Schoenfeld. chief operating 
officer at the US brokerage, 
was leaving the firm as a 


result of the settlement prob- 


lems. “He is in place." the 


spokesman said. 


The problem hit by ING 
Barings appears to be a rela 
tively minor one that could, 
at worst. lead to the firm 
being fined. But it is an 
undeniable embarrassment, 
coming as it does just 2Vi 


years after rogue trader Nick 


Leeson triggered the collapse 
of Barings. Britain's oldest 
merchant bank. 

The debacle highlighted 
the inadequacy of Barings’ 
controls over parts of its 
business. 


ING, the Dutch bancassur- 


ance group which subse- 
quently bought Barings for 
£ 1 , is unlikely to welcome 
the news that there still 
appear to be some control 
problems, albeit relatively 
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Worse than expected quarter for BHP 


tone from Mr Murasoli 
Maran, India's industry min- 
ister. who retreated from a 
series of defiant remarks on 
Friday, to the effect that it 
would be no loss if Suzuki 
pulled out of the 16 year-old 
joint venture and there were 
plenty of “better" carmakers 
available to replace iL 
Local news agencies 
quoted Mr Maran on Satur 
day as saying it would be 


very unfortunate" should 


Suzuki withdraw. The Japa 


nese company has said it has 
no current intention of poll 


ing out of Maruti. which 
sells SO per cent of India's 


passenger cars, and remains 


committed to India. 

Should CM Nayyer, the 


high court judge, rule that 


the AGM proceed, it would 
be expected to ratify Mr 


Bbaskarudu's appointment. 
While Suzuki would clearly 
oppose the move, most 


observers believe the govern 


meat would prevail at the 
meeting of the two equal 


partners given that Mr Sen- 


gupta would bold a casting 


vote as chairman, one he 
would be expected to use to 
back the appointment of Mr 
Bhaskarudu. 

Suzuki's lawyers also last 
week filed a petition chal 
lenging both the appoint 
ment and the validity of the 
AGM before the Interna 
tional Court of Arbitration 


in Paris, seeking a “fast 


track" settlement of the dis 
pute within ft) days. 


By Elizabeth Robinson 
in Sydney 

BHP, the Australian 
resources group, reported 
worse than expected first- 
quarter results and said (hat 
costs at its hot briquetted 
iron fHBI> plant in Western 
Australia would reach 
between A£L2bn to A$2.4bn, 
about A$lbn (US$720m) 
more than originally antici- 
pated. 

Shares in BHP fell 3 per 
cent at one point on Friday 


to their lowest level in two 
years before recovering 
ground to close 38 cents 
lower at A$ 15.70. 

Net profits in the first 
quarter to end-August, 
before abnormal items, were 
little changed at AS284xn 
against A$287m a year ear- 
lier. The company booked an 
abnormal gain of A$73m 
from the sale of 86 per cent 
of its Foster's Brewing stake. 

BHP blamed a 27 per cent 
fafi in warnings at the copper 
division to A£62m on lower 


copper prices and reduced 
production at the Ok Tedi 
mine In Papua New Guinea. 

Output from Ok Tedi, 
which fell into an A$8m loss 
from, a profit of Agism, was 
59 per cent lower after ship- 
ments were suspended due 
to a drought which * 
the Fly River. Last week 
BHP declared force majeure 
on customers of Ok Tedi 

Al thoug h output grew at 
the Escondida mine in Chile, 
unit costs also rose. The 
North American copper 


operations Improved thanks 
to higher copper prices. 

John Prescott, BHP man- 
aging director, pointed to 
encouraging signs in the 
steel ' division,- which, 
reported a 23 per cent rise in 
profits to ASllSm. He said 
the growth was due to the 
impact of cost cuts, which 
helped offset losses at North 
Star in the US. 

The min erals division; 
however, fell 3£ per cent to 
A$73m, dragged down by 
higher operating costs for 


coal and iron ore. BHP said 
cost overruns at the PUbara 
HBI plant would depend on 
when it was completed, 
which : it . hoped would be 
- towards the end of the 
199899 financial year. ' 
Profits at the petroleum 
division fell 18 per bait to 
A$l55m after lower, prices 
and higher exploration costs. 

In August three heads of 
BHP divisions left the com- 
pany; including . John 
O’Connor who led the petro- 
leum operations. The depar- 


ture of two other directors, 
who- headed *hw iron ore and 
minerals operations, was 
widely seen as being the 
result of the HBI cost over- 
runs, as both men had been 
involved in- the plant, 
although "BHP denied that 
was file reason they left 
Group sales rose 5.2 per 
cent to A$5JLbn and the com- 
pany Is maintaining its 
interim dividend at 25 cents. 
The. annual shareholders 
-meeting is in Brisbane on 
Tuesday. 
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Sometimes, it pays to believe 
the obvious. Looking at the 
chart. It is clear that the 
market expects European 
monetary union to go ahead, 
with the UK and Sweden to 
join not long after 1999. 

The decision to fix the 
exchange rates of first-wave 
participants from nest May, 
and the likelihood that the 
grid will be frozen at or 
around current central rates 
m eans that, for many cur- 
rencies, the game is over. 
Almost without noticing it. 
we have moved to a quasi 
fixed-rate regime for much of 
the European hear tlan d. 

There is still one big risk 
to this scenario: a collapse of 
political will Tor the project 
But - again almost imper- 
ceptibly - this has changed 
in character. Returning 
European growth and the 


likelihood that both France 
and Italy will qualify for 
Emu membership have 
focused the risk in a quite 
specific way: it is now con-' 
fined almost entirely to the 
possibility of a revolt in 
German public opinion. 

That cannot be ruled out 
But economic recovery, and 
the apparent unwillingness 
of the German social demo- 
crats to exploit the issue 
make it less likely than a 
few months ago. It may be, 
as some analysts argue, that 
the market is not properly 
pricing in the possibility of a 
German revolt But for most 
investors, the emphasis now 
shifts to assessing the conse- 
quences of Emu, rather than 
its probability. 

In particular, it is time to 
start thin idwg not just about 
1999 but about 2002, when 


euro notes and coins start to 
circulate, and national cur- 
rencies no longer exist even 
as notional “non-decimal 
denominations" of the single 
currency. 

For any business dealing 
in big-ticket items, 2002 will 
have no surprises in store. 
But for the consumer ori- 
ented part of the European 
economy, there is scope for a 
great deal of uncertainty. 
How will consumers react to 
the redenomination of their 
wealth, incomes and the 
price level? Since everything 
is being redenominated 
simultaneously, there are no 
real economy implications. 
Bnt German politicians 
report that the question they 
are asked most often by con- 
stituents is: “Why are my 
savings being halved?" The 
D-Mark is likely to convert 


to the euro at a rate of 
rou g hl y 2:3- To many, . t h i s 
equates to a halving of 
assets and incomes. 

Of course, since prices will 
also be halved, it should not 
take long for people to adjust 
to the new reality. S imilar 
principles apply in the other 
likely first-wave countries, 
but there may be short-term 
hiccups in purchasing 
behaviour. After ah, consum- 
ers can be certain that the 
numerical value of their 
assets and income will have 
been adjusted downwards. 
They will have to take an 
faith a comparable adjust- 
ment of the price level as a 
whole, until a few months 
experience shows this is so. 

This potential problem is 
an issue for governments, as 
they explain the conversion 
process. For consumer busi- 
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Usinor set 
to signal 
growth in 
second half 

Usinor Sacflor, the French 
steel group, is expected by 
analysts to report first half 
net profits tomorrow in a 
range of FFr720m-FFrl.l5bn 
($118m-$180m), compared 
with FFrS33m a year earlier. 
Simon Fenwick, analyst at 
Paribas Capital Markets who 
forecast net profit of 
FFr720m. said: “The story in 
the first half is of a strong 
rebound in volumes and 
order books, accompanied by 
only a sluggish re co ver y in 
prices." 

However, analysts expect 
the pick-up is prices for steel 
products which began In 
early 1997 to accelerate in 


the second half, especially as 
supply contracts with cus- 
tomers for flat carbon steel 
products are renegotiated. 
Full year forecasts are for 
net profit of FFr2.2bn- 
FFr2.4bn against FFrl.49bn 
last time. AFX News 

■ The strength of sterling is 
likely to hold interim pre-tax 
profits at Guinness flat at 
about £360m ($573m). Ana- 
lysts will study tomorrow's 
results for evidence of sales 
growth outside the UK - 
particularly in North Amer- 
ica, where the spirits market 
has been picking up. 

Thee will be interest in 
hints of any impact on the 
full-year results from the 
turbulence on the Aslan cur- 
rency markets. Guinness is 
particularly strong in Thai- 
land, one of the countries 
worst affected. Investors will 
also be anxious to hear of 
any developments in the pro- 
posed merger with Grand 


Metropolitan, under scrutiny 
by regulators In Brussels 
and the US and attack 
by Bernard Arnault of 
LVMH. 

■ Rugby, the UK building 
materials company, is due to 
report interim results today 
and investors wfil be keen to 
hear of any evidence of fur- 
ther recovery in the UK con- 
struction market The com- 
pany may also give an 
update on progress at 
Boulton & Paul, the joinery 
business it bought In Febru- 
ary. Analysts expect the 
company to report pre-tax 
profits of £29m-£30m ($4&n- 
547.7m) for the six months to 
June 30. 

■ Investors in Eurotunnel, 
the mmpany that operates 
the rail link between the UK 
and France, will be hoping 
for evidence that it is on 
course to meet its forecasts 
for future market share and 


nesses, a muds more press- 
ing question, which few 
have so far addressed, is the 
issue of price points. Most 
consumer goods are pack- 
aged and priced at levels 
that appeal to the human 
psyche: FFr199, DM399, £5£9. 

Converting thes e values to 
euros will immediately mafcp 
them unappealing. Compa- 
nies which are able to adjust 
to attractive new price 
points quickly will gain a 
competitive advantage over 
their rivals. But it can only 
be one way: filmy customers 
will be able to make the 
mental conversion back to 
old money, they will quickly 
spot any upward adjustment, 
and are likely to penalise 
any company Am* does this. 

There will be powerful 
downward price pressures as 
a result This wfil be heigh t- 
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revenues when it reports 
interim results today. 

In addition, they will be 
hoping to hear when its 
creditor banks are likely to 
approve Eurotunnel’s finan- 
cial restructuring, when the 
UK and French governments 
will grant their promised 
extension to its operating 
concession, and whether it is 


at last approaching profit- 
ability. 

■ Beazer reports full-year 
results today, amt while esti- 
mates centre on a figure of 
£5&9m ($94m) pre-tax; there 
will be much attention 
focused on how the UK hous- 
ing market is doing Outside 
the south-east Other bouse- 


ened by the move from 
nationally-determined price 
points to ones common 
across Europe. This will 
accelerate the erosion of 
naHnnai market segmenta- 
tion. - Companies that 
attempt to Continue with 
separate pricing policies in 
aach market will find that 
the euro makes parallel 
importing easier. 

From an investor’s point 
of view, this is likely to have 


builders have reported that 
the south-east is performing 
well, but Beazer is strong hi 
the Midlands, northern 
England and Scotland. 

■ Tarmac, the UK aggre- 
. gate producer, reports 
interim results tomorrow 
and NatWest Securities 
expects pre-tax profits of 
£84.401 ((54.7m) for the six 
months to Jane. There is 
likely to be interest from 
analysts in how thu benefits 
from the asset swap with 
George Wlmpey are coming 
through, fmd questions on 
the group’s view of the UK 
market for contracting. 

■ Barra tt Developments, 
Britain’s second largest 
housebuilder, is due to 
announce results for the 
year to June SO on Wednes- 
day and NatWest Securities, 
the . house, broker, expects , 
the company to make £67-5m 
(1107.3m) pre-tax. Analysts 


This announcement appears as a matter of rocord arty. 
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two consequences. First, the 
process of conversion may 
have a disruptive effect on 
consumer goods markets, 
including a brief but Intense 
period of downward price 
pressure followed by a lon- 
ger-lasting erosion of profits 
from, market segmentation. 

Second, at the level of the 
individual company there Is 
considerable scope for mis- 
takes: getting price points 
wrong in competitive mar- 

will also be keen to hear the 
views of Sir Lawrie Barra tt. 
ehflrrman, on the state of the 
UK housing market At the 
interim stage he suggested 
the market recovery was 
more fragile than had been 
suggested. 

■ BetDand, the UK builders' 
merchant, reports interim 
results on Thursday and 
NatWest Securities expects 
£90. 5m ($143.9m) before 
exceptional items, and an 
unchanged dividend of 5.5p. 
Redland generates 19 per 
cent of operating profits in 
the UK, so there will be con- 
siderable interest in how it 
views the prospects for the 
European and US markets. 
Germany is the crucial profit 
centre fen: the company and 
following comments by BMC 
an Thursday there wfil be 
interest in how the group 
sees prospects there. 

■ Sears will unveil interim 


kets r 9 " have a short-lived 
but extremely damaging 

impact. Investors will be 

looking to see that individ- 
ual companies fully under- 
stand the risks, and are tak- 
ing steps to handle the issue. 
Pricing preparation is at 
least as important as the 
technical preparation in 
accounting systems and 
vending machines. Yet so 
for, it has not received any- 
thing like as much attention. 


results on Thursday, but the 
market is not confident that 
the UK retail conglomerate 
wifi even match bearish fore- 
casts of break-even. Trading 
is thought to have deterio- 
rated further in British Shoe 
Corporation, the ailing foot- 
wear business, and hefty 
write-downs on the break-up 
of BSC are expected to pitch 
in at between £150m and 
£20Qm ($23&5m-S3l8m). 

■ Avis Europe, Europe's 
largest car hire group, which 
returned to the market in 
March after a near eight- 
year absence, is expected to 
show interim pre-tax profits 
of about £36 .5m ((58m) on 
Thursday. 

Analysts will be concerned 
about the impact on profits 
of currency movements, and 
the outlook for interest 
rates. But revenue growth is 
expected to be in double dig- 
its, which should also gener- 
ate strong cash flows. 


Problems in the Latin pipeline 


Investors in Latin America's 
stock markets are sitting on 
hefty profits this year, but 
they have been getting ner- 
vous of late. Now apart from 
Asia’s currency turmoil and 
Wall Street jitters, they 
have another worry: new 
supply. . 

This column reported last 
week an the lengthening list 
of prospective new share 
issues in Mexico. Now some 
estimates suggest the calen- 
dar of would-be equity issu- 
ers from Latin America by 
the end of this year exceeds 
(lOfan. 

According to Francois 
Gour of Caspian Global 
Emerging Markets in New 
York, this volume of simply 
makes It probably that half 
of the calendar at least will 
be pushed into next year. ' 

This sum - $5bn - repre- 
sents less than 1 per cent of 
the region's stock market 
capitalisation of $720bn. Not 
a high proportion, but a lot 
when set against the (5.2bn 
in US-based Latin American 


funds. Those markets that 
depend heavily on foreign 
investors therefore may feel 
the burden most 

The pipeline, Mr Gour cal- 
culates, is largest (hr Mexico, 
from where , more than (4fan 
of issues are lined tip.. Some 
(2.lbn. of new equity is in 
the queue from Brazil, 
$1.5bn from Argentina, 
$L3bn from Chile, $920m 
from Colombia and $4l0m 
from Venezuela. 

He conclu d es that Argen- 
tina and Chile wifi. be tire 
markets most affected by the 
new issues. The queue 
accounts for 2.6 per cent and 
1.5 per cent of the two mar- 
kets respectively - but these 
two depend heavily on for- 
eign investors. Chile’s pox. 
sion funds have 828bn in 
assets - but only $9bn in 
domestic equity. 

Brazil has a greater 
domestic investor base and a 
significant proportion of the 
new offerings are from priva- 
tisations. which tends to 
make foreign investors more 


receptive. "The effect on the 
market should be small," Mr 
Gour argues. 

Mexico's more than 20 pro- 
spective deals, accounting 
for about $2.5bn of market 
capitalisation, have the 
potential to fatigue the mar- 
ket However, the fact that 
there are several initial pub- 
lic offerings, which often 
attract greater investor 
Interest, may ease the 
load. 

On the face of it, the 
heaviest burden, an the mar- 
ket is in Colombia, where 
potential new offerings 
would account for close to 10 
per cent of market capitalis- 
ation. But here international 
investors have long com- 
plained about a scarcity of 
stock with which to buy the 
market Several IPOs would 
make it easier to use the 
market 

The sector likely to to be 
most heavily burdened is 
financial services which, Mr 
Gour estimates, accounts for 
a quarter of the pipeline. 


The biggest of these new 
issues is expected from 
Banco Santiago of Chile at 
an estimated $900m, followed 
by Argentina's Banco Rio de 
la Plata at 9600m. 

Metals and mining 
account for 18 per cent of the 
calendar, with the $lbn 
offering from Brazil's CVRD 
expected to dominate. 

Electricity (13 per cent) 
and media (9 per cent) are 
the next most significant 
sectors. 

Mr Gour says investors 
will remain nervous over 
Latin America far a month 
or so, but are likely to return 
in greater force by the year 
end. 

However, the size of the 
calendar means that inves- 
tors will have the luxury of 
being selective, in the know- 
ledge that there will be more 
supply coining down the 
pipa. 

“It’s a buyers’ market 
so pricing is going to 
be very important," Mr Gour 
says. 


FT Surveys 


The Financial Times plans to publish a Survey on 

The Business 
of Space 

on Thursday, October 30 


For further information, please contact: 
Maria McCoy 

Tel: +44 171 873 4358 Fax: +44 171 873 3204 

Penny Scott 

Tel: +212 745 1346 Fax: +212 319 0704 

or your usual Financial Times representative - . 
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MARKETS: This Week 




. -.A spqte of profit warnings 
. .ahead of the third-quarter 
.■reporting season appears to 
"have tailed to quash positive 
. OS market sentiment. The 

Dow; Jones index closed at 
'--•7,917.27 on Friday, up 2L2 per 
cent onthe week. 

On Friday Uzdon Carbide, 
the chemicals company, 

third -quarter earnings per 

. share would faH below, 
analysts estimates but would 
eacceedlast year’s $L 08 for 

the, third quarter. Like other 
T compardesthat have 
. recently issued profits 
warnings, Union Carbide 
said that the stronger dollar 
had hit results. 

' However for the most part 
> investors' appear convinced 
: tixe;uhderlyhig < picture On 

profits for most companies 

remains strong, at least in 

the short term, and that the 

. flurry of profit warnings are 

typical just-ahead of a 
quarterly earnings season. 

News last week that the 

core consumer price index 

inched up 02 per cent in 
;. August helped reinforce the 
■belief that the pattern of 
growth without inflation in 
the US wifl remain intact 

Equities also continue to 
be boosted by strong merger 
and acquisition activity. The 
latest example came on 
Friday when Westinghoose 

Electric announced it had 

agreed to pay $L6bn in cash 
for American Badio Systems. 
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In the bond market prices 

continued to rally last week. 

Hie yield on the benchmark 

30-year Treasury fell to 6.37 

per cent on Friday having 

closed at 6.39 per cent on 

Thursday. 

This Friday analysts 
expect to see second-quarter 

GDP revised to 3.8 per cent 

from a previous estimate of 

3.6 per cent On Thursday 

analysts expect durable 

goods orders to have 
increased by 0.2 per cent in 

August following a fall of 

0.3 per cent in July. 




The London market broke a 
sequence last week when it 
fell on Friday, having risen 
on the previous four days. 
Before then, investors had 
seen a pattern of uniformly 
positive, followed by 
negative, weeks. 

However, the FTSE 100 
index tailed to break out of 
the 4^00-5,100 range In 
which it has been stuck for 
most of the summer. Interest 
rate optimism in the US and 
Germany was tempered by 
some rather strong data in 
the UK, notably the average 
earnings numbers. 

This week, with economic 
statistics rather thin on the 
ground, attention may 
switch to the corporate . 
sector. There is another vast 
batch Of results, including 
Barratt Developments, 
Guinness, Rediand and 
Sears. To date, the results 
season has been fairly 
positive, with few of the 
market's bellwether stocks 
disappointing. 

The only significant data 
will be second-quarter 
current account numbers on 
Tuesday and trade figures 
on Thursday, which will 
provide further evidence of 
the effect of sterling’s 
strength. 

“The well-flagged hit to 
export orders appears, as 
yet, to have had little 
impact. Many view this as 
an accident waiting to 
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happen,” said John 
Shepperd, chief economist at 
Yamaichi International 
(Europe). 

Overseas influences may 
come from Germany, where 
there is a chance the 
Bundesbank may act, rather 
than threaten, and raise the 
repo rate on Tuesday or 
from the US. where the most 
important data of the week 
are durable goods orders on 
Thursday. Fears that the 
Federal Reserve might raise 
Interest rates this month 
appear to have faded. 


FRANKFURT By Graham Bowley 


The Bundesbank gave mixed 
signals on interest rates last 
week. It made clear it thinks 
inflationary pressures are 
increasing in the German 
economy, thanks largely to 
D-Mark weakness in recent 
months, but also due to a 
stronger pick-up in growth. 
And it made clear that it 
would act quickly if 
inflationary pressures began 
to spread from the imported 
goods sector to the rest of 
the economy. 

But at the same time, it 
warned against dramatising 
the inflationary threat, 
giving some support to the 
belief that it is unlikely to 
raise Interest rates until 
next year. J.P. Morgan said 
it thought the first change in 
interest rates would come 
around February 1998, when 
the repo rate would be 
increased. “Inflation 
pressures are expected to 
subside in the co ming 
months following its recent 
significant rise," Morgan 
said in its report last week. 

However, the German 
share market is likely to 
continue to be dogged by 
speculation about interest 
rates. The announcement by 
Volkswagen, the vehicle 
maker, that it plans a capital 
increase of up to DMSbn has 
also depressed the market. 
Many investors took it as a 
sign that vw does not 
believe its share price, which 
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has jumped this year, and 
perhaps the entire market 
has much further to go. 

Last week, data showed 
money supply growth rose to 
5.8 per cent in August and 
an Ifo survey showed a 
further improvement ta 
business conditions. 

On the corporate front. 
Bertelsmann holds its 
annual press conference 
tomorrow, Hoechst shares 
begin trading on the New 
York Stock Exchange, and 
media group Pro Sieben 
reports results on Thursday. 


TOKYO By Gwen ROblnSon 


Markets are likely to move 
sluggishly in a week 
shortened by Tuesday's 
national holiday. In the 
equity market, the recent 
sell-off by corporate 
investors to shore up profits 
ahead of their September 30 
interim book-closings will 
peak by Friday. 

In spite of continued 
heavy selling, the Nikkei 235 
Average index managed to 
recapture the 18,000 level at 
the end of the week, gaining 
128.12 to 18,05821 on robust 
buying by public pension 
fund managers, who were 
believed to be driving the 
market up ahead of 
Saturday’s meeting of G7 
finance ministers. 

However, analysts say any 
rebound ta the stock market 
may be relatively 
short-lived. They say 
enthusiasm could be 
dampened by factors 
including last week’s 
collapse of Yaoban Japan, 
the supermarket chain 
operator, the spreading 
racketeer pay-off scandal 
affecting all four leading 
Japanese brokers, and 
further signs that the 
economy is flagging. 

The IMF last week slashed 
its GDP growth forecasts for 
Japan ta half for the current 
year, a move that benefited 
Japanese government bonds. 

After the IMF’s mid-week 
announcement, the yield od 
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Conferences focus on food 


-Two conferences -this week 
mil address widely differing 
trends in the food industry. 
One,; at Oxford ta the UK, 
from Wednesday to Saturday 
is on the future agenda for 
organic trade, while the 
other, in Brussels on 
Wednesday and Thursday, 
examines the commercial 
and r^gtilatary issues from 
genetically modified and 
noveffoods. • 

. The organic conference, 
ruirhy the Soil Association, 
a UK lobby group, with the 
InternationaJ Federation of 
Organic Agriculture Move- 
ments, will be addressed by 
jack Cunningham, the UK’s 
agriculture minister. 

- His theme is the future for 
organic farming in the UK, 
and his presence suggests a 


more open mind towards the 
system by the new govern- 
ment than its predecessor 
had. He is the first UK min - 
ister to appear at such a con- 
ference. The UK is behind 
the rest of the EU in terms 
of the percentage of agricul- 
tural land devoted to organic 
methods. 

Mr Cunningham will be 
joined by ministers from 
Argentina and Austria to 
outline policies for develop- 
ing sustainable agriculture. 
Other speakers will consider 
the market potential for and 
world trade ta organic foods, 
international standards and 
accreditation, marketing 
organic foods, and the 
threats or opportunities 
posed by genetically modi- 
fied foods. 

a.WS«S 


Meanwhile, the Brussels 
conference, organised by the 
International Quality and 
Productivity Centre, will 
look at the potential of 
genetic engineering for farm- 
ers and food processors. It 
will also examine consumer 
concerns and calls for segre- 
gation of genetically modi- 
fied crops. This is a hot topic 
as the US begins to market 
genetically modified maize 
and soyboms in Europe to 
consumers somewhat dubi- 
ous about the benefits. 

Speakers range from repre- 
sentatives of the American 
Soybean Association and the 
German Farmers Union, to 
consumers organisations, 
food manufacturers and 
retailers and Greenpeace,the 
environmental lobby group. 


! OTHER MARKETS Compiled by Jeffrey Brown 
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the benchmark 10-year JGB 
reached a new low of 1.980 
per cent before ending 
Friday ta the lower half of 
the week's trading ranges. 

“The slight decline is 
testament to growing dealer 
caution ahead of what is 
effectively a long holiday 
weekend as well as the G7 
meeting, after which no data 
are expected before Friday's 
publication of domestic 
consumer price index," said 
Jane Berryman, fixed 
income analyst at Thomson 
Technical Data. 
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Another bumper crop of 
six-month results and a bud- 
get are going to provide 
French investors with plenty 
of talking points this week. 

Takeover rumours are also 
back on the agenda, follow- 
ing the bid for sports equip- 
ment group Salomon by Adi- 
das of Germany and Friday's 
swoop on the Worms finan- 
cial group by Artemis, the 
private holding company 
of businessman Francois 
Pinault. 

The news that LVMH 
plans to put fresh proposals 
for a merger of their respec- 
tive drinks operations before 
Guinness and Grand Metro- 
politan of the UK is also 
likely to keep the corporate 
activity pot simmering. 

LVMH is among six CAC 
40 component companies 
reporting this week, so more 


information on this score 
may be forthcoming on 
Tuesday. Mainstream indus- 
trial trends are given an air- 
ing via interim results from 
Lafarge. Schneider, Air Uq- 
uide and Usinor. Retailers 
are represented by Pinault- 
Pr in temps. 

The French budget is 
unveiled on Wednesday 
morning following the tradi- 
tional overnight release to 
the press. Much of the detail 
has already been widely 
"leaked", but there is always 
a degree of suspense on the 
day of publication. 

The 1988 budget deficit is 
expected to be projected by 
the government at a Maas- 
tricht conforming 3 per cent 
of GDP, thanks to tax 
increases and the prospect of 
rising revenues from the 
solid economic growth that 
finance minister Dominique 
Strauss-Kahn has predicted . 


Emu convergence extends to sterling 


One of the mare intriguing 
developments ip the cur- 
rency and bonds markets 
over the past few weeks is 
the. slow emergence of. 
“Emu-convergence trades" 
forthe pound. 

So. tar, , the markets have 
restricted convergence 
trades.' to currencies and 
bonds of EU countries seen 
to have a reasonable chance 
of participating in economic 
and. monetary union in 1999. 


Today, the extent to which 
lira forward rates for Decem- 
ber 1998 deviate from the 
current central rates is 
merely a reflection of resid- 
ual uncertainty of Italy's 
participation as a founding 
member of Emu. 

Although, the UK will 
almost certainly not enter 
Rmu in 1999, the gap in 
10 -year yields between gilts 
and bunds fell from about 
140 to just over 120 points in 


the week to last Friday. The 
argument is that the UK is 
likely to participate in 10 
years’ time, and probably 
much sooner. 

Currency analysts are now 
wondering whether conver- 
gence trades in bands will 
translate into the currency 
markets. 

Tony NoriSeld. treasury 
economist at ABN-Amro in 

London, believes it will He 
said “what has not caught 


on fully yet is that what you 
can gain on the interest rate 
you will lose on the 
exchange rate”. 

He is looking for a sterling 
exchange rate of DM2.60 by 
the middle of next year, a 
depredation of 10 per ceot 
from the current DM2.86. 

What sustains the current 
sterling /D-Mark parity are 
expectations of interest rate 
increases. While the markets 
generally discount a further 


rise ta the UK base rate from 
the current 7 per cent to 725 
per cent, the future direction 
Is less clear. 

The expiry of hedging con- 
tracts agreed last autumn - 
when sterling began its rise 
against the D-Mark - could 
-trigger the long-awaited 
deterioration in the UK trade 
balance, and that could be 
the moment wben the mar- 
ket begins reassessing ster- 
ling's exchange rate. 


FT GUIDE TO WORLD CURRENCIES 


Tbi taCto below rives the latest avatabfe rates of exchange (founded) agamet tour key cunendes on Friday, September 19. 1997 . In some cases the rate Is norrtnaL Market rates are the average of buying and 
ssUng rates except wrier* they are shown to be otherwise. In some cases market rates have been calculated from those of foreign currencies lo which they are tied 
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What the equity market 
will make of it all is mostly 
guesswork. The CAC 40 
index improved by 4 per cent 
last week to claw its way 
back above 2,900. So far this 
month it bas traded in a nar- 
row range of 135 points. 

MILAN 

Last week’s better than 
expected numbers from 
Credlto Italiano will have 
whetted investors' appetite 
for the interim results sea- 
son which gets under way in 
some earnest over the next 
few days. The Milan bourse 
has been a lacklustre place 
lately but ' there were signs 
last week that volumes were 
beginning to recover. 

Edison starts the ball 
rolling among the corporate 
heavyweights on Monday. 
Eni is also due to report, pos- 
sibly on Thursday, and all 


three leading insurance 
groups. Generali, RAS and 
Toro, are also due. The bro- 
ker consensus on Generali 
suggests that pre-tax profits 
growth from the sector 
leader may not fall far short 
of 20 per cent 

HONG KONG 

Hong Kong equities are 
expected to continue to drift 
next week in the absence of 
fresh news, although further 
bouts of volatility could 
descend, writes Louise Lucas 
in Hong Kang. The bench- 
mark Hang Seng index 
closed Friday off 0.25 per 
cent at 14^84 after a choppy 
day’s trading. 

Investors are expected to 
continue their focus on 
China-related plays, which 
have moved into consolida- 
tion mode after being driven, 
up strongly in advance of 


the Communist Party Con- 
gress ta Beijing. The China 
theme is expected to remain 
a dominant factor as the cor- 
porate reporting season 
draws to a close. 

The Hong Kong market 
has fallen sharply over the 
past month as regional cur- 
rency turmoil has hit senti- 
ment. But most brokers 
remain upbeat. Salomon 
Brothers is overweight on 
Hong Kong, forecasting 
earnings growth of 16 per 
cent for this year and 13 per 
cent ta 1998. 

Most observers feel that 
the message coming out of 
the Congress was a resound- 
ing positive for shares. 
China's leaders made it clear 
that their policies would 
stick unerringly to reform 
and liberalisation. This is 
good news for H-shares, 
Hong Kong-listed state 
companies. 


1 CROSS BORDER M&A DEALS J 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Royal Dutch/Shafl 
(UK/Nsthwtanda) 

MontaU (UK/N’Iands/ttaly) 

Chemicals 

$2bn 

Buying out 
Montedsan 

AdSdas (Germany) 

Salomon France) 

Sports goods 

$1.3bn 

Rivalflng Nike 

Endssa (Spain) 

Codansa (Columbia) 

Power 

S\2tn 

Endesa leads ... 

Endesa (Spain) 

Emgasa (Chile) 

Power 

8851m 

. ..winning group 

Sappi (SA) 

KNP Laykam 
(Netherlands) 

Paper 

S754m 

KNP exits 
original core 

Adecco (Swbz/Franca) 

TAD Ftesources tml 
(US) 

Business 

services 

$3S7.Sm 

Strengthens 
world leader 

Daewoo (S KoraaJ/AvtoZaz 
(Ukraine) 

JV 

Vehicle 

manufacture 

S300m 

Continues regional 
shake-up 

US Industries (US) 

Siemens Lighting 
(Germany) 

Lighting 

$67 m 

Siemens 

rarionafisfrig 

Hoechst Sobering (Germany) Sunseed Carp (US) 

Agriculture 

n/a 

Buy via Nunza 

BoreaBs (FMand/ 

Norway) 

PCD (Austria) 

i 

Ptasttca 

n/a 

Speeds 

consofidation 


ROYAL BANK 
OF CANADA 


Dividend No. 441 

NOTICE IS HEREBY GIVEN 
THAT a dhridend of 39 cents 
per share upon the paid-up 
Common Shares of ttiis Bank 
has been declared payable for 
the current quarter at (be Bank 
and its branches on and after 
November 24, 1997 to share- 
holders of record at dose ol 
business on October 27, 1997. 

By Order of the Board 
Jane E. Lawson 

SentoVice-PrvskJanf&SoaBtaiy 

September 11, 1997 



Winchester Capital 


Innovative Technologies Group pic 
has acquired certain assets of the 
wound-care operations of 
PolyMedica Industries Inc. for a 
consideration of 

$17,500,000 

We are pleased to have initiated and 
arranged this transaction on behalf of our 
Ciient; Innovative Technologies Group pic 

This tumouncomant appears as a matter of record only. 
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ATHENS STOCK EXCHANGE September 15th - September 19th 1997 GREECE 

ASE INDEX 168052 

%Chg (3171 2*96) 00.03 

YeatyVfgh 176580 

Yearly Lon 93238 

WEBOYWX(USDm) 399.11 
%C >10 (Prav. M«) <L29 

1 YWk Aug VoL (USD m) 31510 

FVE (cftDf tan) S7aS6o 159093 

S’S GROWTH pt) 37e 227 

FYEB7e/EPSGKWTHpqB78 070 
RCE97efiEe 1277156 

PfiVB7e96e 3303 

Dta. Ytod (%) 97o96e 5703 

GDP (USD On) 376 11599 

Per Capta Income (USD) 11,163 

WtaSor Rata (% YX3.Y, August 37) 560 

Swtanrtber 12 M T-fia rate pt) 550 

T-MgrthAlhfearpt) 11.10 

□RDUSS (Septsmter 15 1897) 281.43 

A5EMari(taatpltBfc0ton-iaM7 (USDbn) 3518 

FOs&RgrastosuffipnUSDn^JenlWGepi^ 37 1.C422 


ARTAL GROUP &A. 

30. hodrvanl RiyaL L 2440 LuUfltouf 
R.C3. Lmrmhoury B 44 4711 

Modules el Mewoeurs ies Aciion- 
oaues som frits d'esruder A 

L'AsnmbKe Gtinerale 
ExtnonSmirr 

se uendra-le 10 oeK*nf 195*7 ■ 
1:30 beum & la Banque de 
Ltnetnboui^. 14 boulevard Kuyai. 
L-2449 Luxembourg, afin de 
dibMrcr vu ks pnm sui varus : 
ORDRE DU JOUR 

1. DdrabJaan « rnmimioa (Todoti- 
IbWWtttfS : 

2. Dhrerv 

Le Conteil d'Admlninration 


?h3 


US.575h000jWM 

Moscow Harstay Hnaca BY. 


Mwcow Haretey But United 

j Fertie irtara*PiriodtomSei«ai4»r22. 

1897 to Docantiw 22. MU we Rata tai 

! been detontatotaX7W75% per M»mt 

Hie Wtarato payable «i We ratoMMHerast 

pstDan deto, DeMBtoer 22. «7 *6 be 

{ U3. SUBXSSpM US-SWOflOOtana. 

j ByilkCtataMtotaTOM 

UaiMlplWt 

I 3*ptBB4ra2£097 


O CHASE 


BBFUKHWMWWO 
Abbey National 
Treasury Services pic 

CNO-TEC 10 Linked 
Guaranteed Notes due 2006 

For the period from September S3, 
1997 to December 22, JB97 the Notes 
win carry aa interest rate oT £40% 
per annum whh an interest amount 
of FRF XS6 per FRF 10,000 Note. 
FRF U50 per FRF 100,000 Note and 
qfFBFH^WperPRFWOOjJOONote. 
Tbe relevant interest payment dale 
will be December 22. BSfT. 

Agent Banlc 

n 

Banque Paribas 

urxMsodu 
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EMERGING MARKETS By Jonathan Wheatley 
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Setback for Brazilian funds Italian BTPs 

The growth of equity-based Brazil financial instruments. /bl^ /bCI l" /\T 

mutual funds was the sensa- They also became used to i lllf> A . 1 1 S W B ■ 

“ — Indiqea in $ terns (rabased) - w v 

goo 


The growth of equity-based 
mutual funds was the sensa- 
tion of Brazil's stack mar- 
kets in the first half of the 
year, fuelling and feeding off 
rising share prices with a 
fourfold increase in capita] 
under management from 
$4_3bn in January to S17-9bn 
by the end of July. 

The rise of equity and 
"unrestricted portfolio" 
funds, which must invest at 
least 51 per cent of their cap- 
ital in equities, seemed to 
have announced the long- 
awaited arrival on the mar- 
kets of the Brazilian small 
investor. 

Then, as the finance minis- 
try's head of economic policy 
ruefully noted, “just as pri- 
vate investors were being 
attracted to the stock mar- 
kets". came the Asian cur- 
rency crisis. 

Rumours that Brazil, with 
its growing current account 
deficit, was about to undergo 
an Asia-style devaluation 
and market crash, wiped 15 
per cent off the value of 
stocks in a week - much less 
than the 52 per cent they 
had accumulated in dollar 
terms in the previous seven 
months, but enough to scare 
off investors testing the 
waters for the first time. 
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During August, about S3bn 
was withdrawn from equity 
funds. Other funds were less 
affected: total capital under 
management, which rose 
from 51 03. '7b n in January to 
S128.9bn by end-July. fell 
S33bn during the month. 

“Private investors have 
been hurt and are likely to 
stay away from stocks for 
some time.” says Dany Rap- 
pa port, chief economist at 
Banco Santander in Sao 
Paulo. 

But there is another expla- 
nation for the rash of with- 
drawals. During the rise of 
equity-based funds. Brazil's 
securities commission, the 


Emerging markets: IFC weekly investable price Indices 


Dollar terms 
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Latin America 

1247) 

753.16 

+4.1 

+400 

Argentina 

(301 

1.212.05 

+3.1 

+27.5 

Brazil 

168) 

574.50 

+5.1 

+44.9 
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-0.1 

+263 

Colombia 1 
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Mexico 
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+6Ji 
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-0.1 
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+1.9 

+583 

Asia 
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China 4 
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(90) 

178.39 

-0.1 
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Thailand 
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Euro/Mid East 
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Egypt 
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+543 
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+513 

Israel 

(40) 
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Jordan 
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-0.7 
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Morocco 
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Poland 0 
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+4.5 

+2.7 

Portugal 

(29) 

194.01 

+1J 

+323 

Russia 

(15) 

178.12 

+1-3 



CVM, began to suspect that 
the unrestricted portfolio 
funds, which account for 
about 85 per cent of the sec- 
tor. were investing In equity 
derivatives instead of equi- 
ties. creating a product with 
the liquidity and returns of a 
variable income fund but 
with the low risk of a fixed 
income fund. Early In 
August the CVM gave fund 
managers until September 15 
to step into line. 

“There has been some 
move away from equity 
funds since the Asian crisis, 
but the biggest reason was 
that unrestricted portfolio 
funds became less attractive 
after the CVM clamped 
down, 1 * says Ezekiel Zibec- 
chi, an economist at An bid, 
the Brazilian investment 
banks’ association. 

Now the CVM has put the 
fund industry's house in 
order, will mutual funds 
regain their upward momen- 
tum? We are unlikely to see 
a resumption of the growth 
rates seen during the year to 
the end of June, when total 
capital under management 
grew by 51 per cent and capi- 
tal in equity funds by 400 per 
cent- But there is little doubt 
fund management will con- 
tinue to he one of the lead- 
ing growth areas of Brazil's 
fast-moving financial ser- 
vices industry. 

The popularity of mutual 
funds can be attributed to 
several factors. One is the 
high inflation, that gripped 
Brazil for years before it was 
quashed by economic reform 
begun in 1994, and which 
accustomed Brazilians to 
protecting the value of their 
assets by using sophisticated 


financial instruments. 

They also became used to 
very h igh nominal rates of 
return. Although real inter- 
est rates remain high, many 
investors think little of the 
return offered by ordinary 
savings accounts. 

The move from savings 
into mutual funds was accel- 
erated by the introduction in 
January of a financial 
operations tax (the CPMF), 
which taxes every move- 
ment to and from savings 
accounts but not individual 
investments carried out 
within funds. 

The thirst for high rates of 
return also led the migration 
into equity-based funds over 
the past year as Brazilian 
Stocks soared. However, Mr 
Rappaport at Santander says 
investors may now be lower- 
ing their expectations 

Into line With internati onal 

levels. 

"Until recently, people 
were still thinking about 
interest rates In the way 
they were under high infla- 
tion," he says. “Now they 
are beginning to understand 
that inflation is dose to zero. 
The consumer boom (that 
followed economic reform] 
has come to an end as people 
realise that if they save 
today, they can spend more 
tomorrow." 

The growth of mutual 
funds within a strengthening 
savings industry could 
breath new life into Brazil’s 
stock markets, characterised 
by the dominance of a hand- 
ful of high-profile, public sec- 
tor holding companies and a 
shortage of liquidity for 
most other stocks. 

Evidence of a spreading 
equity culture can be seen in 
the growth of private pen- 
sion plans, In spite of the 
absence of long-awaited gov- 
ernment reforms designed to 
reduce dependence on the 
near-bankrupt state sector. 

At the same time, the fund 
management industry is 
becoming more sophisti- 
cated. The handful of high 
street banks that offered 
funds a few years ago have 
begun teaming up with spe- 
cialised fund managers to 
offer a much wider range of 
products, while smaller 
banks have swelled the 
market 
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convergence 


For the past two years 
investors in Italian govern- 
ment bonds have enjoyed a 
nerve-jangling ride on the 
swings and roundabouts of 
European monetary union. 

Whenever Emu has looked 
in trouble, so have BTPs 
(Buoni del Tesoro Pbttennali. 
as Italian bonds are known). 
But when, as now. Emu 
looks a racing certainty to 
begin as planned on January 
1 1999. with the widest possi- 
ble participation, investors 
have flocked to the Italian 
bond market to play the 
“convergence" game. 

Convergence suggests that 
interest rate and bond mar- 
ket return differentials 
among the likely founding 
members of the single cur- 
rency should be eliminated 
by the launch date. 

Currently, it is held that 
Italian, Spanish or Greek 
bond prices should reflect 
the "risk” these countries 
have through higher budget 
deficits and national debt 
levels than, say. Germany or 
the Netherlands. 

Since European Union 
member states hoping to be 
founder members of Emu are 
supposed tO be aiming for 
the same deficit and debt 
levels to qualify, the differ- 
entials - or spreads - theo- 
retically should disappear. In 
practice, they still exist, but 
are much gnmPur than they 
were even six months ago. 

The most dramatic exam- 
ple of convergence has been 
in the value of Italian bonds 
relative to German bonds. At 
the end of last week the 
spread of 10-year BTPs over 
their bund equivalent stood 
at 67 basis points. Six 
months ago the spread was 
184 points. At the end of 1995 
it was more than 500 points. 

The spread of three-year 
BTPs aver their bund equiv- 
alent remains wider, at 120 
points, because of higher 
short-term interest rate dif- 
ferentials between the two 
countries. But Emu. and 


Italy’s extraordinary efforts 
to qualify for it, which have 
led to a dramatic improve- 
ment in the country's eco- 
nomic fundamentals. He 
behind the improvement in 
the 10-year sector. 

"The market now shares 
the politicians’ view that 
Emu. win start on time In 
1999 and that Italy will be 
part of it," says Roberto 
F urn again, vice-president 
and head of market research 
for Italy at J.P. Morgan in 
Milan. But he sees an addi- 
tional reason for the current 
spread-narrowing. With Emu 
factors now effectively 
priced into BTPs, expecta- 
tions of an imminent cut in 
Italian interest rates are 
fuelling a further round of 
buying. 

"The difference between 
today and a month ago is 
that people are starting to 
price in an easing of mone- 
tary policy by the Bank of 
Italy very soon,” Mr Fuma- 
galli says. Most analysts say 
a cut of 50 basis points is 
likely before the end of the 
year, with more cuts possi- 
ble before May next year, 
when EU leaders are due to 
select the euro’s founding 
members and set bilateral 
conversion rates. 

Italy’s participation in 
Emu, and its improved eco- 
nomic fundamentals, raise 
the question of whether the 
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spread of BTPs over bunds 
will disappear altogether by 
the timp euro is bora. 
Many analysts say is 
unlikely, due to the risks 
tnhargnt in the Emu project 
and the differing fiscal histo- 
ries of the participants. 

Lorenzo Codogno, chief 
economist at Bank of Amer- 
ica in Milan, expects the 
spread to be about 30 points 
on launch day, which 
implies that the convergence 
theme for BTPs might be 
about to evaporate. 

“On a risk/reward basis 
there is not much left at the 
10-year end," he says. He 
forecasts spreads of about 70 
basis points on both 10-year 
and three-year bonds at the 
end of this year. 

Rosanna Maddalena, 
senior economist at Banco 
San Pablo in London, also 
suggests a substantial 
spread differential should 
remain given Italy’s huge 
debt burden - its debt-to- 
GDP ratio is 123 per cent 
Under the criteria for joining 
Emu it should be "heading 
towards” 60 per cent 

Ms Maddalena also 
believes the BTP/bond 
spread has gone as far as it 
wm tiite year, see i n g it at 
about 70 points. “The spread- 
narrowing last week was 


driven by Emu factors, but 
there is a lot of political vol- 
atility ahead, with the gov- 
ernment pushing a tough 
budget through parliament" 
Crucial welfare reform talks 
are also going on. though 
the prospect of a positive 
outcome is growing. 

Spanish bonos have also 
been big beneficiaries of 
Emu convergence, but to a 
lesser extent than BTPs 
because Spain has always 
been seen as a likely foun- 
ding member. That has not 
been - and for some, still is 
not - the case with Italy. 

Mark Fox. chief European 
strategist at Lehman 
Brothers in London, says 
Italy has been the "litmus 
test” of Emu. He believes 
confidence in the country’s 
ability to stay the course is 
much higher among Italian 
fond managers than abroad. 

“The Italian investment 
community passionately 
believes that Emu wifi hap- 
pen, that Italy will be a part 
of it, and that nothing will 
go wrong ” Mr Fox says. 

That is reflected in differ- 
ing views on the likely end- 
of-convergence spread. While 
outsiders look to a 25/40 
point range, domestic fund 
managers think a io/lS point 
range more realistic. 
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STATE OWNERSHIP FUND, public institution in Rom ania, makes an announcement 
For selling the stake shares owned at RULMEN'P GREI SA PLOIESTI 
company, which means 50.99% from the total shares of the company. The share package 
will be sold by negotiation with preselected investors. 

Company profile: 

□ Registered headquarters: 25, Dr. Gh. Petrescu str., Ploiesti, Prahova Countv 

□ Trade Register J29/176/1997 7 

O Phone/Fax: 04-044-17.17.21 / 04-044- 17 22.22 

□ Objecr of activity: Designing, producing anf marketing of bearings, ^herical 

joint, adiacem fining conshtuent paiis and forg ed parts 

and legal persons or tbe equivalent in no. 531400000024230007, opened in 

offer can be pteked up Romanian Lei at die exchange rate USD at Romanian Bank forTSten 

Business Center, established by the Romanian National Trade (BANCOREX), and for 

Offers Service. International Relations Bank, on the buying date of the Romanian investors foe navnvnr «nii 

De^miau, 1 Bucharest. World Tender BootlKm™ natural SSKT 

SlS-P ersorl '- , 1510980000607, opened in Romanian 

JJ?? fvSnuon'Le V 7 60 and It The foreign investor have to pay this Lei at Romanian Bank for 

costs 1 -HJU UbD fo r foreign natural amount in advance in SOF account Development-Budia rest Branch. 

The Tender B(X)k will be given on the basis of the following documents: 

□ The proof pf foe payment of the Tender Book 
LJ identification document l. Pas sport for natural foreign persons) 
lJ rower of attorney for your representative 

Sd SSlvefa^.^'n^!! ^ d ^ ncin a ' losed Information can be obtained at the registered headquar- 
October 26 i 997 * 4 ^.^ S?. rs K Service ’ 0o,a tsis of the company after signing a confidentiality agree- 

uctoirer 20, 1997, 4 pjp. local fame. memconckidi^ thelxt^gtLtofthcTiWB^ 


□ Registered headquarters: 

□ Trade Register 
O Phone/Fax: 

□ Object Of activity: 
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14821 

04 

140135 

0* 

147*6 

0* 

78.7 

(SKr) 

7*015 

+0.0067 987 - 043 

7*403 

7*845 

7*934 

14 

7*731 

1* 

7.4991 

12 

807 

(SFH 

14575 

-0.0023 571 - 578 

1.4680 

14543 

1.4522 

44 

1.4415 

44 

1296 

42 

105* 

W 

1.6093 

-00068 089 - 090 ' 

' 1*120 

1*048 

1*073 

1* 

1*031 

1* 

1*87 

14 1002 

- 

1.1078 

-0*005 075- 080 

1.1092 

1.1008 

1.1092 

-1.6 

1.1124 

-1.7 

1.12B 

-1* 

. 

- 

0.73300 

- 

- 

- 

- 

- 

- 

- 



- 

(Peso) 

0*905 

-0*003 995 - 995 

0*095 

0*995 








PS! 

1.0838 

- 935 - 936 

1*938 

1*933 

. 

- 

. 

. 

. 

. 

. 

(CS) 

12893 

+00002 890-885 

1.3917 

12884 

12861 

2.7 

12804 

22 

12599 

2.1 

842 


Brazil (RS) 1.0838 - 935 - 936 12938 12833 - - - 

Canada (CS) 12893 +02002 890 -885 1.3917 18884 18861 2.7 18804 22 18KB 2.1 

Mexico (Heir Peoo) 7.7590 +02055 540 - 640 7.7645 7.7535 72875 -162 82785 -162 8289 -152 


59.1340 582120 58.7317 -42 59.1322 -4.1 60212 -32 - India m 382750 +02137 500 - 000 362000 312700 362125 -42 36.7975 -42 3821 -42 

52444 26200 - - - - ... Israel (SI*) 34973 -02032 834 -011 32080 3.4831 - - - - - 

197290 1W210 194287 88 192262 62 183277 6.1 126.1 Japan (Y) 121.800 -029 770 - 830 122250 121200 121285 21 120285 52 112985 42 1272 

42802 42588 42715 -12 42785 -12 42881 -02 - Malaysia (M» 32245 +02105 S20 - 270 323&0 32200 3229 -12 3238 -12 3268 -1.4 

22497 22318 22417 -12 22455 -1.1 22461 -08 1074 Naw Zealand (NZS) 12774 -0208 768-780 12817 12760 12782 -02 12B06 -02 12807 -02 

544057 532184 $4.1503 -3.6 548998 -32 554587 -2.7 - PhBppinas (Peso) 332500 -02 000 - 000 332000 332000 - - - - - - 

62460 62193 62323 17 62239 02 52874 02 - Saufl Arabia (SR) 3.7507 - 506 - 508 3.7509 3.7504 3.7514 -02 3.7524 -0 2 3.7571 -02 

24476 24321 24375 28 24274 24 28792 22 - Singapore (SS) 12175 +02003 170 - 180 1S22S 12145 12158 14 1212 1.5 14825 12 

72406 72096 72912 -B.7 7.7091 -82 8.1481 -02 - South Africa (R) 4.6795 +0205 780 - 810 42845 4.6775 4.72 -104 4.7995 -103 5.102 -9.0 

147588 146522 - - - ... South Korea (Won) 914.000 +4 000 - 000 818800 911200 - - - - ... 

462807 452165 400193 04 452785 02 45.7818 0.6 - Taiwan (T5) 28.6070 -02045 020 - 120 28.6140 262000 28218 -02 28227 -08 28.7195 -04 - 

50.6490 572830 592789 -62 608405 -54 618707 -3.1 - Thafand (B) 372000 +0.1 500 - 500 372800 35.6500 37445 -144 38.15 -12.4 3988 -6.4 - 

Mew only tfraM *ree damoal ptaeas. Foravd law arena ifraedy ipoud W M martra T SDR rate par Star Sep 18. BUMWr apraacfa m ttw OnBar Sp« Mtodxw onty the teal ttroe dacknal (tecas. Forward rataa are rat ctracoy 
MbytheBamriEn^and Bam arerega 1950 ■ 102 Max nbaaed UM5. Btt 0«ar and quoad » the rrarhei but are Impled by curare Merest ratas. UK. Wand 8 ECU are quoad In US eurency. JJ». Morgan norm! ndcas Sep 
1H6 WU*e/TERS CLOOWG SPOT BATES. Sara Mire ere mnlM by (he F.T. IS Bee* ereregs 1960.100. 

at Mereffra The eicn enge twee prinad fci Wta table aw afao aaAabie on ine Mamet at MpJ/wwmJFTjeom 


Aratrata (AS) 18879 -02077 B70 • 689 18845 18865 

Kong Kong (HKS) 7.7415 -0201 410 • 420 7.7425 7.7405 


32080 3.4831 


UK INTEREST RATES 


6*460 

8*193 

8*323 

0.7 

6*238 

0* 

5*874 

02 

Saudi Arabia 

24478 

24321 

24375 

22 

24274 

24 

22702 

2* 

Singapore 

7*406 

7*098 

7*912 

-9.7 

7.7091 

-9* 

8.1481 

-82 

- South Africa 

147528 

1465*2 

- 

. 

. 

- 

_ 

. 

South Korea 

48*807 

45*165 

46*193 

04 

45*785 

0* 

45.7818 

0.6 

Tatwan 


582490 572830 988789 -62 608405 -54 618707 -3.1 


12873 

0* 

12855 

0.7 

12771 

0* 

92* 

7.742 

-0.1 

7.7429 

-0.1 

7.74S2 

0.0 

- 

36*125 

-4* 

36.7975 

-4* 

38*1 

-4* 

■ 

121*85 

5.1 

120*85 

5* 

115*85 

4* 127* 

3*29 

-1* 

3*38 

-1* 

3*68 

-14 


1*782 

-0* 

12B06 

-0.B 

1*907 

-0* 


3.7514 

-02 

3.7524 

-02 

3.7571 

-0* 


1*158 

14 

1*12 

1.5 

14925 

1* 


4.72 

-104 

4.7995 

-102 

5.102 

-9.0 


28*18 

-0* 

28*27 

-02 

28.7195 

-04 

. 

37445 

-144 

38.15 

-12.4 

3928 

-6.4 

- 


September 18 

Over 

night 

One 

month 

Three 

nnhs 

St* 

mtns 

One 

year 

Bolgfcm 

3% 

Si 

yi 

3Vk 

35 

week ago 

3% 

3i 

31 

35 

38 

Franc* 

3V. 

3 V. 

3ft 

3% 

32 

weak ago 

3£ 

3‘« 

3 iS 

3H 

3% 

Germany 

3 i 

3ft 

3a 

3i? 

33 

weak ago 

3% 


31. 

3» 

as 

Ireland 

6i 

<£ 

ec, 

5% 

53 

week ago 

v-h 

a; 

Si 

Si 

5S 

Italy 

«: 

Nf 

65 

si 

52 

week ago 

63 

S3 

62 

si 

8J 

Nethertande 

3ft 

31, 

3% 

3to 

32 

week ago 

3v« 

3ta 

3% 

3to 

32 

Switzerland 

1* 

1u 

15 

14 

1% 

week ago 

% 

i; 

lie 

1«. 

1J 

US 

Si 

SC 

5% 

5V 

52 

weak ago 

52 

SS 

5E 

5g 

6i 

Japan 

to 


• 

■B 

to 

1? 

week ago 

<t 

H 


3 


■ * LIBOR FT London 





Interbank Fixing 

- 

55 

55 

5$ 

55 

week ago 

- 

53 

52 


6ft 

US DoSar CDs 

- 

542 

S4S 

5.55 

5.71 

week a go 

- 

542 

548 

5*7 

5.77 

ECU Linked Da 

- 

45 

4£ 


4JJ 

week ago 

- 

4 i 

4’.i 

41} 

42 

SDR Linked Da 

- 


32 

3 V. 

3% 

week ago 

- 

3; 

3^ 

3 V. 

35 


Lamb. 

hirer. 

Dis. 

rate 

Repo 

rate 

6*0 

3*0 

m 

6*0 

2*0 

- 

3.10 

- 

4.76 

3.IO 

- 

4.75 

4*0 

2*0 

3*0 

4*0 

2*0 

3*0 

_ 

_ 

6.75 

- 

- 

6.75 

7.75 

6*5 

6*2 

7.75 

6*5 

6.02 

- 

2*0 

3*0 

_ 

2*0 

3.00 

- 

1*0 

- 

_ 

1.00 

_ 


5*0 

- 

_ 

6.00 

_ 

_ 

0*0 

' _ 

_ 

0*0 

_ 


i LIBOR Interbank hang rates ere adores rates lor Siam quoted to ttw market by tour 
reference eerta as Item each working day. The banks are: Bwkere Treat Bank dl Tokyo 
hOBubbn. Bwclsys and NatkmW Wesmanster. 

um rare are Chore) lot me domoUc Money Rotes, US& CTto. ECU A SDR Ll*ad Deposts Del. 

EURO CURRENCY INTEREST RATES 

Sop 19 Short 7 days One Three Six Ona 


notice month months months 


EXCHANGE CROSS RATES 


Sep 19 

BF7 

DKr 

• -Belgium 

(8Fr) 

100 

1845 

Denmark . 

(DKr) 

5421 

10 

Fiance 


6143 

11.33 

■Gepiany . 

(DM) 

20*4 

3.807 

•iretabrf 

OQ 

5441 

mo4 

■ftaly. 

W 

2.115 

0290 

-~Namartflndm-(FQ 

18.33 

3281 

Norway . 

(NM 

50*1 

9255 

/Portugal ■-•- 

(Ea) 

2021 

3.746 

spam , 

(Pte) 

24.47 

4*15 

. Sweden’ 

(3Kr) 

48*9 

8*71 

Switzerland 

(SFr) 

25*8 

4.626 

UK . . 

W 

58*3 

10*5 

Canada ■ - 

(CS) 

2621 

4.854 

USA 

m 

38*5 

6.743 


07 

30*1 

5*36 

Ecu '• 

- 

40.49 

7470 


NKr El Pta SKr 


i Kroare. Ranch Franc. Norwegian Kroner, and SraStfr Kronor pv JO; Bepbn Fas, Van. Ftrsdo. Ura Orel Nun par 100. 

2MBK WTWIES (BAfl DM 125200 par DM 

Open. Sail price Change High Low EsLvof Open tot inr . 

02652 02660 +0.0008 02688 02639 23.BB9 53271 

- -. 22688 02602 +02006 02715 02688 72 2840 Stifle 

02722 +02008 36 2213 Price Oct 

1200 • 2.00 

IMS WMMCHmMB»(IMM)SFr 125200 per SFr i M0 1j4a 

O.BSao 0.6009 +02003 0.8843 0.6877 16.168 38243 V” 

02074 06969 +02003 0.7010 02964 18 1,199. dwrt *w- «“ 

0.7037 +22003 0.7070 - 18 123 


■ PMUOCIMA SE e/9 OPTIONS £31.250 (cents per pouid) 


Strflra 

Price 

Oct 

- CALLS - 
Nov 

Dec 

Oct 

- PUTS - 
Nov 

Dec 

1*00 

• 2.00 

220 

3*0 

0.99 

2.06 

2.59 

1*10 

1.43 

223 

2.70 

1.42 

221 

3.09 

1*20 

1.00 

1.71 

221 

2.00 

3*6 

3*6 


Pravloua day's yoL. Cals rva Pina nra . Pro*, dayfe open ire. Cats nfa Pua it's 


■ JApAMBSB TBI WWW (IMM) Yen 122m par Yen 100 

Open Galt price Change High Low EsLvoJ Open tat ■ PWM-APKIJPHIA BE fWAHK/> OPTHMiS DM62200 (5 per DM) 

Dee . 02313 02278 -0.0034 02355 02280 28.414 75233 Strike CALLS — — ~ PUTS — 

Mar ' 0.8435 0.8380 -02034 aB458 02390 56 - 803 Price Oct Nov Dm: Oct Non 

■km 1 08501 -02034 - - 112 165 CL560 024 124 122 088 06B 

- -• — : „ 0265 026 026 124 0.5B 020 

■ smtUHO FUTURES (IMM) £62,500 per £ o «T7n naR rt7R i nrt nRR im 


Deo 
• ' .Mar. 
■ dim- 


12048 1.8058 +02020 12088 12096 10238 28/M9 

12070 1.5996 +02018 1.6020 12950 12 233 

■ . . 12938 .+0.0016 12850.-. 12880 . 52 27 


Pimtoue da/fe «PL. Cam n/a Puts rVa . Rev. day* open h. Cals nto PuW iVa 


LONDON MONEY RATES 

Sep 19 Over- 7 days One Three Six One 

night notice month months months year 

Interbank Starling 7% - 64| 7/« ■ 6}J 7lg - 7 7,\ - 7 & 7j t ■ 7,\ 7,\ - 7,1 
Sterling CDs - 7h - 7,\ 7,\ - 7k 7* - 7* 7,*+ - 7h 

Treasury Bflfc - 6\l - 6tf 7 - 6% 

Bank BBs - - 6}J - &}i 6j J - 6^ 7ft - 7ft 

Ideal authority daps. 5% - 7-6^ 7ft - 7ft 7V, -7^ 7& - 7V, ?3g - 7ft 

Dtocount Market deps 7 • 6% - 6* 

UK Clearing bar* base (anting rata 7 par cent from Aug 7, 1997 

. Up to 1 1-3 32 6-9 B-12 

month month months mortha months 

Cats ol Tax dap. (£100200) 2>j 54 5 5 4^ 

Cans of Tec dep. radar £100200 a J'jpc. Oapasts rethr+awn lor crab lt«pc. 

Aw. Mndw raw ol dtocoral an Sep 19. 6Jr713pe. ECGO bed na Sdft Export France. Make 
up day Aug 29. 1997. Agreed ram for pared Sep 24. 1937 to Oa 25. 1867. Sonoma IB B.50PC. 
R efe rence rate lor period Aug 1. 1997 to Aug 29. 1907. Schemes IV S V 7829pc- Finance 
House Base Rare 71jpc from Sep 1. 1997 

BANK OF ENGLAND TREASURY BILL TENDER 

Sm> 19 Sip 12 Sep 19 5ep 12 


Be&a, Franc 
Danish Krone 
German Mark 
Dutch Grader 
French Franc 
Portuguese Esc. 
Spsniafl Peseta 
Storing 
Swiss Franc 
Canarian Dollar 
US Dollar 
Italian Ura 
Japanese Ven 
Aslan SSing 
Shoct term roles i 


3*2 - 3ft 3« - 3*8 
4 - 3fi 3ft - 3,( 
S’* -2* 3ft 3ft 
3*8 - 3ft 3*1-3 
3*4 -3ft 3ft -3ft 
512-5,1 512-543 
5^4 - 5*. 3ft - 5ft 
7ft - 6}J 7ft - 61 1 
2 - I?* 1g - Iji 
3ft - 3 3ft - 3ft 
5,% -5ft 543-543 
7ft -6ft 6i{.-64! 

il - h % • 3 

3^-3 3ji - 3ft 

re cad <or tne US Dollar 


3>2 - 3^8 3% - 3l 2 33 - 35 b 
3ft - 3ft 3H - 3ft 3% - 3« 
3'-! - 3ft 3ft - 3ft 3ft - 3ft 
3ft -V. 3JJ - 3iV 3ft - 3ft 
34i-3\4 3U-3W 3Ji-3B 
5ft -5^ SJ|-SU 5ft - 5ft 
5^ -5ft 5,^-5* 5ft -4S 
7ft - 7ft 7ft - 7ft 7ft - 7ft 
IB-Iii H2-l3s HI -1ft 
3ft -3ft 3ft -3ft 3* - 3V, 
5H-54J ®-S4J 5«-5!l 
6S-6« 6ft-6jL 6,’i-eft 

43-12 £ - ft ft - ft 

4-3% 4% - 4 4ft - 4ft 

and Yen. olhere: two days* nonce. 


Ona 

yew 

32 - 3ft 
4ft - 4ft 
3% -3% 

35-314 
3» - 3ft 
5ft -5ft 

4li -4ii 
7H-7lj 

1%-ll* 

4ft -4ft 
5ii-5g 
5ft -5ft 

5-5 

4V, -41, 


: MONTH EURODOLLAR ()MM) Sim ports ol 100% 



Open 

Sec price 

Change 

High 

Low 

EsL vol 

Open tnL 

Dec 

94.18 

0419 

- 

94.19 

94.17 

82.824 

586.714 

Mir 

94.12 

94.12 

-0*1 

94.12 

94.10 

87,134 

398.929 

Jun 

94.04 

94.04 

- 

94.04 

94.02 

59.883 

305.472 

■ US TREASURY BILL FUTURES (IMM1 Sim per 100% 



Dec 

94*4 

94.96 

_ 

94.97 

94.94 

32 

4.787 

Mar 

94.96 

94.95 

-0.02 

94.96 

94*4 

199 

2*39 


Alt Open Merest tgs. m ky provide day 


BASE LENDING RATES 


BOs on Offer 
Tool of apjficaflats 
Total allocated 
Min. accepted DU 
Afbtmert at nh. Inal 


C?00rn £2D0m 
£949ra £l222m 
2200m £20081 

£98280 £98285 
25% B4% 


■ Pound m New VeHr 


Sap 19 

—□deb — 

- Prev. etosa 


1.6115 

1*115 

1 nflti 

1*096 

1.6095 

3 mtti 

1*055 

1.6050 

T V 

1.5890 

1*890 


Top accepted rets B.0989% 68788% 

Awe. rats cl Itaus 68713% 68776% 

fringe yUd 68910% 68978% 

Oder at nut Under £200m £200m 

kBn. accept bid 2S toys - BS.465 


FT GUIDE to WORLD CURIS4C1ES 

The FT Guide to World Currencies 
table can be found on the Markets 
pege In today's edtion. 


Adam & Company 7.00 
Ailed IrlGh Bo* (GBj 7.00 
•Henry Anfbaohar 780 
Bank of Baroda 780 
Barm Bbaa Vizcaya 7.00 
Bank ol Cyprus 7.00 
Bar* of Ireland 7.00 
Bankof frxiB 6.75 

Bank of Scotland 7.00 
Barclays Bar* 780 
Bri Bk of Md East 780 
•BroreiSM*ry&ColU 780 
CNbar*NA 7.00 

Clydesdale Bar* 7.00 
Tha Co-operative Bank7.00 
Coutts & Co 780 

Cyprus Popular Bank 7.00 


Duncan LavMe 780 
Exeter Bank Limted 880 
HnanoeffrGenBar* 8.00 
•Robsn Fleming a Co 7.00 
•Guinness Mahon 780 
Habib Bank AG Zurich 7.00 
•f la ntoros Bar* 87.00 
HeritMM & fen tav Bk.7 00 
C HoareS Co 7.00 
Hongkong & Shanghai 7.00 
Investec Bar* (UK) LU780 
Jukan Hodge Bank 780 
t e opatt Jo s eph a 5ona 780 
uoytfe Bank 7.00 

MdradBank 780 
N atWa s t mi reiOf 780 
•Rea Brothers 780 
RojRl Bk at Scotland 7.00 


Scottish Widows Bar* 780 
•Singer a Fnedandar 780 
•Smtti & WAnsn Sacs 7.00 
Sun Banking Corp Ltd 7.00 
TS8 7.00 

UiMBd Bank Of KuwalL 780 
Unky Trust Bank Pb 7.00 
VWdeaway Lakflov 780 
Yorks rwe Bank 780 

• Members of London 
Investment Banking 
As so c ia tion 
* h a dministra ti on 


OTHER STATISTICS 




>3S 

L-- - : -rff- 

' : 2-i- ins 

. r - 


STOCK 


RSE100 

FBE250 

FOSE 250 ax IT. 

TTSE3S0 

nsEsomog 

FTSESaaKapi 

FBEWSfrm 


INDICES 

— 1907 - o«v+ > i ««f 
Sep 19 Sap 18 Sep 17 Sep 18 Sip 15 Mgfa Low rt(pi Low 


50238 50462 5013.1 40784 49028 508B6 40668 50868 9888 

47012 47818 48888 48428 46368 47284 43852 47294 13784 

47148 47142 47003 46554 48468 47IM 43817 4771* 13782 

24178 24256 2412 2 2393.7 23544 2088 20178 2431* 6548 

229387 229124 228137 2278.11 227482 2S742D ZI782B 287420 136379 
■ IT 227384 227048 228482 225885 2S52B 238288 213882 2M2JB 136179 
236281 2370.17239687 233119 231222 237U819BB78 237689 6182 


FTSE GOLD MINES INDEX 


% efrg %of 

Sap tkn HktCw Goto ftoe* dh> WE 
19 31/12/98 Sm Wan yfeU % rabo 


I Max (32) 133421 -288 3888 10080 228 


- 1988.11 127014 


Ifcrtti Aoerica fll) 


1ffl780 -408 782 71-12 

143129 -358 178 1080 

138182 -194 24.66 0888 


686 2189 281281 125780 

279 1887 221880 1336.10 

181 5171 T83BL77 124423 


BANK RETURN 

^ BWKB4G DEPAFTIXIENT 
7 UaMMea 
' Capital. ■ " ! • 

" PetOc < Wwjit^ 

- Baniwa dapoelti 

Raeanre rexLofhar accorarte 


Government sednities ' . 
Advanea.-and other accounts 
Rramiee, oqu^ment and other i 
nous 

iCoh; -• 


ISSUE DEPARTMENT. 


Note to cAtXtl at ton 

Note . In Banking Department 


Other Govammont aacurfttos 
Otbar SaOuritte ■ 


UK GILTS PRICES 


Wednesday • increase or 
September 17. 1987 decrease for week 

£ £ 
14853800 

1881879893 -8,186888 

2828826890 -36890877 

3,441,145,606 +22484A685 

7843.605802 +181869829 

1885897,828 -29.684808 

4,714.100,087 +4410280 

1.153853.825 +205416.841 

10829873 +1.128803 

123881 +9404 


7843805892 +181,289.529 


22839870.727 -111.128803 

10829873 +1,128.003 


£2850.000,000 -110800800 

21873864853- +1.156827820 
476,035.747 -1886827820 


22,(30800.000 


-110800,000 


—1*97 - State camp. 
Stp 19 Sep 18 Sep 17 Sep IB Sap 15 H0) Low Wgfr Um 


FISE Fhdgkg 1Z71 84 1270241267451263*81264.13134631221481348*2 31.11 

FTSE Beteek 100 2B21J8 261673 2809J5 2561 50 253559 Z7S4JI 1881*0 2794J0 900.4i 

TOE Eateci 200 2828*2 263169 261883 2569*6 2547JJ7 278617 1047.11 Z7K37 938*2 

FT 3D 3245* 3247* 3234* 3217* 3172* 3317* 2782* 3317* 454 

FT Sort Saurian 99*5 89*9 99.13 9107 98JQ 99*9 9131 127*0 49.11 

F7 Rad Hand 128JB 128*2 127.91 12747 126*0 126*8 113*5 133*7 50*3 

FIS GeU Mina 1334*1 1334*71317.181311001332*82074*1 1271142074*1 922.1 E 

LONDON RECENT ISSUES: EQUITIES 

Issue Amt Mkt rw» 

price paid cap 1897 prica Net Dhr. Os RfE 

P up gmj Ugh Low Stock p +A t*v. coy, ytd na 

§ FJ>. - 415 395 Arfefegasta Uts 397*2 

- F8. 91* 117V, 101 Bristol & W Pri Il8i* -V, - - 

§100 F -P.’ 309 145*2 108*2 CamnelUM 145*2 +1 L3* Z1 3*14* 

• ' 100 FJ» 7*0 18) 109*2 tComputariend UK 120 Ml. 45 4* 1* 18* 

F P. - 122*2 114 EMI B 122*2 42*2 22.75 - 29 - 


. Copyright FISE htonwlfraaJ UmftBCl 1997. AM rtghn nawvad. R»roe In bwcfcaq «hO» 
' oonbar of comp art as. Basis US Dolore. BaM Valuta: 100000 31/12/82 t Partial. 
. COMSmUEKT CHANOE DURMQ THE WSK ENDMQ 1BAVD7: AdcBUorc (Man 
,• ftoorapood Deep (Africa). 


„ § FA 

6*1 

85 

52% H3R HoWhgi 

52% 


- 

- 

-41* 

§150 FA 

3582 

296 1621s Gtrien Htogs 

296 

♦21 

LOS 

5.7 

0/4 47.7 

§125 F.P. 

5A3 

1» 

90% tHBfcxw Piitag 

BE% 


- 

- 

- 

§134 FA 

847 135*2 1341+ -HSSokitlons 

135% 


- 

- 

-45.8 

§160 FA 

172 

177*2 

1121s 

172% TKingfisftar Lais 

177% 


LW2* 

60 

14* 

100 FA 

31* 

98% fMboune Marin 
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MONDAY 


Lib-Dems buoyant 




FT GUIDE TO I II i WEEK 



The Liberal 
L - s ^*- Democrats 

begin their 
annual 

l *®’ Eastbourne in 

buoy ant mood 
^-Tjf fefg I L _ alter w inning 

~ the largest 

"" 1 number of seats 

by a third party since 1329 in the UK 
general election In May. However, the 
conference is likely to highlight 
disagreements over how a party, with 
4*3 MPs, should try to influence a 
government with a majority of almost 
ISO. Some delegates will be 
uncomfortable about the newly 
established Labour Libera] Democrat 
cabinet committee and recent 
comments by Paddy Ashdown, the 
party leader, that a future coalition 
was a possibility. One debate which is 
likely to attract media attention ts a 
motion c alling for a royal commission 
to consider legalising euthanasia. 

Patent fee cuts 

The governing bodies oF the World 
Intellectual Property Organisation, the 
UN group that administers 
international treaties on patents, 
copyrights and trademarks, meet in 
Geneva (to October 1) formally to elect 
a new director-general and approve a 
big cut in patent-filing fees. Kaznil Idris 
of Sudan, nominated for the top post 
last March, will take over from the 
long-serving Arpad Bogscb, a 
Hungarian- American who retires at the 
end of November. Wipo members are 
also expected to approve an average 15 
per cent cut in patent Gees. 

Birthday standards 

The International Organisation for 
Standardisation, based in Geneva, 
celebrates its 50th birthday. Since 1947 
Iso has published more than 10,700 
standards covexing goods from screws 
to telephones. Harmonised norms are 
also being applied to services through 
quality and environmental 
management standards, including the 
highly -successful Iso 9000 series for 
quality management. 

Japanese communism 

The Japan Co mmunis t Party holds its 
2lst congress at the party’s premises in 
the resort town of Atami. southwest of 
Tokyo. As the country's most stable 
and un controversial party, the JCP has 
held a small but significant number of 
seats in both houses of parliament. It 
has attracted centrist voters 
disillusioned with mainstream parties 
and corruption allegations. The focus 
this year will be on the 1998 upper 
house election and increasing 
parliamentary representation. 

Tobacco substitutes 

The use of “alternative nicotine 
delivery systems" will be among the 
topics discussed at a three-day meeting 



Henning Voscherau, Hamburg's mayor, (eaves a pofSng station after casting his vote in yesterday's elections tn the city 


in Geneva on the social and economic 
impact of reduced tobacco smoking. 
The meeting of health and business 
experts is sponsored by the UN 
Conference on Trade and Development 
which is the designated UN “focal 
point" on tobacco policy. 

France Telecom offering 

The price range of the initial public 
offering for France Telecom, which is 
being partly privatised by the 
government, will be set today. It is 
expected to raise at least FFr34bn. 

FT Surveys 

Tunisia 

i 

Public holidays 

Australia, Belize. Bhutan, Mali 


I TUESDAY 


U Peng addresses bankers 

Li Peng, the Chinese Premier, attends 
the World Rank and International 
Monetary Fund annual meetings in 
Hong Kong, the first high-level 
international event after the July 
handover. Mr Li Peng is to speak at the 
opening ceremony as head of the 
government of the host country. 
Representatives from about 180 World 
Bank and IMF member countries are 
expected to discuss a global economic 
and financial issues, internal affairs at 
the World Bank and IMF. risk control 
in financial markets, and debt 
reduction for some developing 
countries. Li Peng. 68, was reelected 
into Communist Party of China’s 
Central Committee's Political Bureau, 
the country's top decision-making 


body, at the 15th Party Congress which 
dosed last week. 


US-Japan security 

Keizo Obuchi. Japan’s newly-appointed 
foreign minister, is visiting New York 
on his first official overseas trip after 
being appointed minister in a cabinet 
reshuffle two weeks ago. He will meet 
Madeleine Albright. US secretary of 
state, today to finalise the review of 
US-Japan defence co-operation 
arrangements. China haa strongly 
objected to Tokyo’s plan to upgrade 
substantially its support for US forces 
in re gional conflicts. Japan has refused 
to role out Taiwan as a potential 
flashpoint covered under tbe revised 
guidelines. The new US-Japan security 
arrangements will be announced today 
in New York, where Mr Obuchi will 
deliver a speech at the 52nd United 
Nations General Assembly. 

Tennis 

The Grand Slam Cup in Munich (to 
September 28). 

FT Surveys 

Asian I nfras tr u cture; North American 
Aerospace 
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Japan 


WEDNESDAY 


Budget for France 

The French budget will be unveiled 
today. The government has insisted 
that the budget deficit will be cut to 
meet the Maastricht t re aty target of 3 


reform and upset financial markets- 
Urban Thais are expected to take to the 
streets if the new 'constitution Is not 


Racing sale 

Sotheby’s is 
putting on a 
sale in London 
for collectors in 
the fast lane- 
The sale of 
Formula One 
and Grand Prix 
memorabilia 
will include 
race clothing, photographs, trophies, 
amount to some 400 items. The crash 
helmet worn by Michael Schumacher 
during his victory for Ferrari in the 
1996 Italian Grand Prix at Monza is 
expected to fetch £24.000426.000. 
Another helmet worn by Britain's Mike 
Hawthorn in his last Grand Prix race 
could go for around £10,000. 

FT Surveys 

Europe's Most Respected Companies; 
Gibraltar. 


Public holidays 

South Africa 


per cent of grass domestic products. It 
is also expected to announce that 
government spending wQl increase in 
line with inflation. Tbe government 
has said it Is planning- a sharp. increase 
in the rate of the Contribution Sociale 
Generalisde (CSG>, a broad-based 
income tax, as part of a drive to shift 
more of the burden of financing 
France’s generous welfare system away 
from workers. 

Scottish targets 

The Scottish National party begins its 
annual conference (to 27) at Rothesay 
an the Isle of Bute. The party played a 
crucial rale in securing a strong yes 
vote for a Scottish parliament with tax 
raising powers in the referendum on 
September 1L Tbe conference will 
discuss policies for the parliament such 
as introducing proportional 
representation to local government. 
Alex Salmond, the leader, will tell 
l members that if the SNP helps make 
! the parliament a success people win be 
convinced Scotland could cope with 
independence, the SNP’s aim. 

Thai no-confidence vote 

Tbe Thai parliament begins a 
no-confidence debate against embattled 
prime miniater Chavalit 
Yongchaiyudh, initiating at least four 
days of heightened political turmoil in 
Bangkok. The no-confidence debate is 
scheduled to last two days, followed by 
a censure motion on Friday and a 
pa rliamentar y vote on a controv er sial 
new constitution on Saturday. 

Although Mr Chavalit's six-party 
coalition holds a comfortable majority 
in parliament, the premier's declining 
popularity could prompt him to 
dissolve parliament, a move which 
would scuttle much-needed political 
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Chirac in Moscow 

Jacques Chirac. 
^ . • the French 

President is 
Igfer. due to start a 

«e* three-day visit 
to Moscow and 
• St Petersburg 

private dinner 
with President Boris Yeltsin. Tbe visit 
is regarded as a clear sign that Paris 
sees Russia as a key political and 
economic partner. Mr Chirac will take 
a group of leading French industrialists 
to Moscow. 

Banana ruling 

The dispute settlement body of the 
Geneva-based World Trade 
Organisation meets to endorse the 
WTO appeals body ruling against the 
European Union's banana import 
regime in a case brought by tbe US. 
Ecuador, Guatemala, Honduras and 
Mexico. The EU has another month to 
tell the WTO how it plans to respond. 

In addition Brussels is requesting 
panels to rule on three disputes, 
against India on patents. Argen tina on 
textiles and South Korea on liquor 
taxes. Tbe US is also asking for a panel 
to rule on South Korea's liquor taxes 
which allegedly discriminate against 
imports. 

Report on the poor 

The Geneva-based UN Conference on 
Trade and Development publishes its 
annual report on least-developed 
countries covering the world’s 48 
poorest nations. Tbe report paints a 


mixed picture or 
developments with 

racing economic and social 

^ all LDCs have 
civil *"*“*£“» 

unrtad says. The report comes ahead 
5SS Snth's meeting in Geneva*: 
SStoUlhM for LDCssponsoredby 
Sun. the World Trade Organisation 
and the World Bank- 
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Hato in Bosnia talks 

Nato and Russia are due to review tbe 
situation in Bosnia at the &rst 
ministerial meeting of tbe Nato-Russia 
Council. The New York meeting 
follows municipal elections in Bosnia 
and criticism by a Russianenvoy at the 
council's last meeting in Brussels that 
Moscow had not been consulted closely 
enough by the Nato on its handling oT 
Serb nationalists. Ministers will assess 

the situation in Bosnia-Hercegovina 
and discuss peacekeeping exercises. 

Golf 

Europe meets tbe US in the 32nd Ryder 
Cup (to September 2S). at the 
Valderrama Golf Club. Spain, The 
competition ends on Sunday. 


Europe- Asia meeting 

Japan is host to a three-day meeting 
(starting Saturday) of ASEM. 

Asia -Europe economic min isters, in 
Chiba, east of Tokyo. Ministers from 
tbe 15 EU member countries, the 
European Comission. China, Korea, 
Japan and the Association of South 
East Asian Nations will attend. They 
will discuss ways to promote trade and 
investment between Europe and Asia, 
as well as issues related to China’s bid 
to join the World Trade Organisation. 

Hi-tech conference 

Every autumn, many of the top names 
in US high technology desert Silicon 
Valley for three days of debates and 
discussions with their European 
counterparts at the Etre conference. 
This year's conference, which opens on 
Sunday in Budapest. Hungary, is 
expected to include speeches from 
James Barksdale of Netscape, Eric 
Benhamou of 3Com and Eckhard 
Pfeifer of Compaq. 
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Guide to Tax Efficient Savings 
(Saturday) 

Motor racing 

Luxembourg Grand Prix. XOrburgring 
(Sunday). 
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ECONOMIC DIARY 


Other economic news 

Monday. German consumer 
prices in September, to be 
released at some point dur- 
ing tbe week, will be 
watched closely for signs of 
inflation caused by the weak 
D-Mark. Forecasters expect 
the annual rate to remain at 
2.0 per cent, the same as in 
August 

Tuesday: The final release 
of second quarter UK GDP is 
expected to reflect the buoy- 
ancy of the UK economy. 
The markets are looking a 
year-on-year rise of about 3.4 
per cent 

Wednesday: Second quar- 
ter GDP in Spain is expected 
to confirm strong consumer- 
driven growth. After a year- 
on-year increase by 25 per 
cent in the first quarter, 
forecasters are looking 
towards 35 per cent 

Thursday: Economists are 
wondering when the 
strength of tbe pound finally 
registers in the trade statis- 
tics. The consensus view for 
the July visible trade bal- 
ance is a deficit of around 
£400m. 

Friday: The final release of 
second quarter US GDP is 
not expected to differ mark- 
edly from the preliminary 
announcement of a 3.6 per 
cent year-on-year increase. 


Statistics to be released this week 
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Mon Japan July coincident index 

Sept 22 Japan Japan lead Big differential index 

Czech Rep Year to date trade balance Cz KcsB 
Denmark August consumer price Index" 

N Zealand 02 labour cost index all . 

US August Treasury budget SB 

Hungary July official reserves SB 
Tubs Philippines July value of procfcictton index— 

Sept 23 PNBppInes July volune of production hdsx- 
finland QZ gross domestic product** 
PhHippnas -Ally unemployment rata 
Norway July current accotsit NKB 
' Hong Kong August consumer price Index (AJ- 
UK 02 final gr o s s domestic product" 

UK 02 current account £B 

Canada July fix-weight employee esmtngS'' 

US BOT-MIteuPah) Sept 20 ' . 

Italy Sept 1 1 dties consumer price index" 

US Redbook Sept 20 

Wed Germany July trade balance DMB 
Sept 24 Germany July current account DMB 

France August household consumption SA 
Hong Kong August forex reserves USSB ' 

. Mexico Sept 2 week consumer price Mex* 
Spain 02 gross domestic product— 
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Thus . \ Australia Q2 job vracances 

Sept 25 Taiwan August M2" ' ; 
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Actual 


5.6% • 

8.1% 
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-S25.6bn 

S859bn 


4,0% , . 

104% 

NKr355bn 


* France • August consumer prica-tadax-Bpaf — i iJS% ■ 1-5% 

. - - . Italy July quarterly unemployment : •' 123% - { : .125 % > ,> •? 

• • • • UK- July global viable trade -EM : ... r£40Qm v • - -£9 50rri • V. 

UK August harmonised cone price index . . 2.0% ' 

. ~ ,.US State benefits Sept 13 ~ • • ‘.‘/l ' • C. 

. US August existing. home sates 45m •' ■ *4jZ4m • • • 

•' . US 7 M2 week ended Sept lS SBy. .. ; ■ $11.3fan • -Slgibo =; 

Frl .Japan Sep* consumer price indexTokyo- . -1 jB%;. '1.6%; 

’■ Sept 28 . Germany August prodjoer plica kxJex"* "1,5%. . ' 1.4% 1 

Ireland - July retafl gates volume BA.-, - " - •- • % - *7.5% • ' 

• "-U8 Q2 after lax corporate ptolhs . . - . 15% 

Canada . August raw materials price hdex • \ -04% . 4>.4% ;. 

Sun Thailand July exports - balance of- payments**' ' 95% 

Sept 27 Thafland - August M2- ■ ■ r •: ./■*;. • ' 16.7% 

Hong Kong August trade balance HKSB. - • \ ~ ' ; -.V..- . *• • ' -$l4.4bri 
During the wesfc..-. • ' ' V '^ 

Germany August Icon cons u mer cflrrat?-.' -. ■" v’ - . 90JO 
. Gemiany August Impcat prices* •' -i; . J " 04% •■••• -' 0^6% .--J 
Germany Augct Import prices- ■ .4 45% ; - 
■ Italy August total bank lending ; w V • : -y . 3.8% • ' ' 

Japan • Augjst supermarket sales- -■->:> ; ; . *: -4.1 % .«•' 

Swftz Sept Zurich cortswner price indaxr^ 'V . 05% 

i . — ■ ■ ' — *'• • - ' - — - 

•raoWi on month, "year or year ; ; • ccu^ 
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MONDAY PRIZE CROSSWORD 

No.9,486 Set by DINMUTZ 

Six bottles of Davys Celebration Champagne for the first correct solu- 
tion open ed and three runner-op prizes of £40 Davys food and wine 
voiKtars redeemable in person or by post These prizes are available 
rally to winners Irving in England. Scotland and Wales. Winners with 
overseas addresses wUl receive a set of silver-plated place name h arps 
and carta. Solutions by Thursday Octobers, marked Monday Crossword 
9.486 on the envelope, to the Flnandnl Times, I Southwark Bridge 
London SE1 9HL. Solution on Monday October g. Please allow 28 davs 
for delivery of prizes. y 
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Solution 9,474 


asiBDiiiQ ciinQBm 
. □ a a a □ a . 
laasaana Hnaantnai 
n □ n q h □ s 
ISEionQnEioOQ ecihq 
rase b d . 
aaHDD □□HBnonal 

□ a a q h 
lanasasoQ ratnQQB 

. H fl CI Q D 

lanBa onoB[3QBnBn]| 

n a o a h 0 b . 
laaoonaa SBaasaQl 

□ h n 0 d o 
unfDaaB aniDnoG] 
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